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Japan’s three biggest shipping firms be- 
fore the war, Nippon Yusen Kaisha, Ya- 
mashita Kisen Kaisha and Osaka Shosen 
Kaisha, are being reorganized and cut 
down in size because of the postwar de- 
cline in business. 


o 0 Oo 


Exports of medicines and sanitation 
supplies from the U.S. to 17 Latin- 
Amcvrican countries totaled $61,267,000 
in 1946, compared to $7,000,000 in 
1937. The steady rise in the demand for 
these products is believed to stem large- 
ly from the health programs the Insti- 
tute of Inter-American Affairs, a U.S. 
Government corporation, has worked out 
in co-operation with the 17 countries. 
The Institute has given the co-operating 
governments technical and other assist- 
ance, including the purchase of small 
amounts of medical and surgical equip- 
ment. The Latin Americans thus have 
become familiar with the U.S. products. 
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Remittances to China from Chinese in 
other countries are declining. The 
amount of such remittances handled in 
May by the Central Bank of China and 
its branches was -about half the amount 
handled in April. 


ae 


Leading statisticians from more than 
50 nations are to gather in Washington 
from September 6 to 18 for a series of 
conferences. One of the aims of the meet- 
ings will be to work out methods of meas- 
uring the resources and needs of war- 
ravaged areas that will lay a factual 
basis for recovery programs. 
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The largest ship ever built in Aus- 
tralia is to be launched from the Whyal- 
la shipyards in September. The 12,500- 
ton cargo vessel will be used to carry 
iron ore from the Yampi Sound area in 
Western Australia to the industrial cities 
of Newcastle and Port Kembla on the 
Eastern coast. 
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Hotel rates in Mexico City and the 
nearby resort city of Cuernavaca have 
been reduced to encourage tourists and 
to reduce the cost of living. Rates in 
Mexico City hotels have been cut an 
average of 20 per cent, ranging from 10 
per cent in the smaller ones to 20 per 
cent or more in the larger. In Cuerna- 
vaca, first-class hotels have slashed rates 
15 per cent. The number of tourists is 
smaller this year than during wartime. 
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Argentina has extended her list of pro- 
hibited imports in the textile field. Latest 
additions are men’s and women’s furnish- 
ings of cotton, wool, silks and other fi- 
bers, including mixtures; clothing of al- 
most all types, and piece goods of cotton 
and wool. The move is designed to save 
Argentina's foreign exchange and protect 
her domestic industries. Britain’s export 
program is expected to be hit hard. Be- 
fore the war, Britain sent the South 
American country more textiles than any 
other nation, and about one third of the 
value of all British exports to Argentina 
was represented by textiles. 
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The Nazi battleship Tirpitz, capsized 
by British bombers in November 1944 
and stranded since then on a beach in 
Northern Norway, has been sold by the 
Norwegian Government to an Oslo 
wrecking firm. In deciding to scrap the 
vessel, the Government rejected a pro- 
posal to leave her where she is as a 
tourist attraction. 
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Denmark is strengthening the indus- 
trial sector of her economy. In 1946, 10 
per cent of the nation’s agricultural 
workers shifted to industrial enterprises. 
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Newsprint mills are to be built in 
Mexico. One is to be erected in the State 
of Chihauhua at a cost of $15,000,000. 
The company, headed by a U.S. con- 
tractor, has bought a _ 1,500,000-acre 
tract of pine timber and has started to 
improve the railroad serving the -area. 
The mill is designed to produce 250 tons 
of newsprint a day. Another mill is to be 
built at Tampico by a U. S. firm at a cost 
of $9,000,000. This firm plans to make 
low-cost newsprint from bamboo, banana 
stalks and other Mexican plants. News- 
print has not been manufactured in 
Mexico since 1935 and has comprised 
about 70 per cent of the total paper im- 
ports. 
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One hundred locomotives have 
reached Shanghai in one shipment for 
use on China's railroads. Made in Ameri- 
ca, the locomotives were imported as 
part of the United Nations Relief and 
Rehabilitation Administration’s program 
to rehabilitate China’s transportation sys- 
tem. ,The engines weigh 48 tons and 
were made especially for Chinese re- 
quirements. A total of 147 locomotives 
now have been imported under the 
UNRRA program. 
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' There’s many a kink ahead for Marshall planners. Among the key 
questions: Can countries with planned economies mesh gears with 
nations that have unplanned economies? Can Germany become potent 
in industry again and still be powerless for future aggression? Above 
all, can 16 nations really get together to blueprint their mutual re- 
covery? 

These and other questions are analyzed on page 5, in a dispatch 
combining cables from Geneva and London and facts uncovered in 
Washington. 

If the Marshall Plan fails, Great Britain is in for real trouble. Her 
leaders now are developing a hedge against that possibility. What they 
will do, a matter of vital interest to U.S. business, is reported on 
page 12. 


What goes on in Germany may prove to be an advance showing 
of what will follow throughout the Continent. The economic struggle 
between Russia and the West is off to an early start there. On page 8, 
our analysis of plans and policies, in the Western zones and in the 
‘Russian sector, will give you two answers: First, what is in the cards 
for Germany; second, how things may shape up in a divided Europe. 


Private trade with Japan can be resumed next month. Only 
400 businessmen will be in the first group of commercial travelers to 
be admitted. From Tokyo, Staff Correspondent Joseph Fromm cables 
a report of what is in stoye for these private traders. His appraisal is on 
page 14. 


From inside Russia, America looks black and white at the same 
time. This double vision of the ordinary Russian, who lets the all- 
powerful Soviet state do his thinking for him—up to a certain point— 
is illustrated and explained in a report of Staff Correspondent Robert 
Kleiman’s queries among Russians in Russia. It is on page 22. 


World Report leaders had a four-month lead on the U. S. Con- 
gress in learning the facts about the Pan-American Highway. 

On March 4, a World Report dispatch from Nicaragua reported that. 
the highway would require two to five more years to complete, and 
final cost to the U.S. would exceed $130,000,000. A detailed account 
of the condition of the highway followed. 

On July 6, the Senate War Expenditures Committee estimated the 
final cost would be $139,000,000 and questioned the wisdom of com- 
pleting the project. 

On page 26 of this issue, World Report forecasts what Congress 
will do next and what will be the final outcome for the highway. 
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FROM THE CAPITALS OF THE WORLD 





For World Report 
Issue of July 22, 1947 
Volume 3, No. 4 


There are some things that a person can see ahead, some trends showing up 
that obviously are to affect the outlook for most people. In broad terms: 

Exports, thus far in 1947, are a strong factor in sustaining a U.S. boom. 

A decline in sales overseas now seems closer at hand than was realized. 

Drop in exports is increasingly likely to occur by fourth quarter, 1947. 

Pressure for new credits, to maintain large exports, is certain to grow. 

There is no real chance for additional dollars to be estimated, justified, 
and appropriated by the U.S. fast enough to avoid a dip in export trade. Instead, 
the prospect is that a slackening of exports will develop with such rapidity as 
to be visible by the time new overseas financing goes before a U.S. Congress. 


Actually, the U.S. is getting a trade warning from nations nearby..... 

Latin America has spent an alarming share of dollars earned in wartime. 

Canada, strange as it may seem, is running into a dollar-shortage problem. 

The significant fact is that even those areas spared from battle damage, 
with natural resources open to orderly development, now find, after two years of 
peace, that their earning capacity is not geared to their needs when those needs 
can only be satisfied in the U.S. market at high prices. 


In the case of Latin America: 

Luxury goods are being excluded because of an early buying spree. 

Restrictive devices of all types are being applied to purchases abroad. 

Import guotas are coming into force to ration essential supplies. 

Latin America is being forced to recognize an inability to support a rate 
of buying from the U.S. which, in round figures, would have cost $4,000,000,000 
annually, which would have accounted for a fourth of U.S. exports. 





Mexico's dilemma, a typical example, boils down to this: 

Mexico attempted to buy in the U.S. at a $600,000,000 annual rate. 
Radio séts, for instance, were requested on a scale of 200,000 a year. 
Autos and trucks were purchased at a pace twice as great as in 1946. 
Machinery and metals were ordered in volume to speed industrialization. 
At the same time: 

Cattle sales fell off sharply due to foot and mouth disease. 

Mineral exports failed to yield as large profits as were expected. 
Finished textiles ran into unexpected competition in markets abroad. 
Tourist receipts, after a wartime boom, showed signs of tapering off. 
Dollar remittances from Mexican labor in the U.S. began to diminish. 





(over) 
(No pert of this or any other page may be reproduced without written permission) 


. 








Memo from the Editors 


World 


for U.S. Pat.Off. 


port 





' There’s many a kink ahead for Marshall planners. Among the key 
questions: Can countries with planned economies mesh gears with 
nations that have unplanned economies? Can Germany become potent 
in industry again and still be powerless for future aggression? Above 
all, can 16 nations really get together to blueprint their mutual re- 
covery? 

These and other questions are analyzed on page 5, in a dispatch 
combining cables from Geneva and London and facts uncovered in 
Washington. 

If the Marshall Plan fails, Great Britain is in for real trouble. Her 
leaders now are developing a hedge against that possibility. What they 
will do, a matter of vital interest to U.S. business, is reported on 
page 12. 


What goes on in Germany may prove to be an advance showing 
of what will follow throughout the Continent. The economic struggle 
between Russia and the West is off to an early start there. On page 8, 
our analysis of plans and policies, in the Western zones and in the 
‘Russian sector, will give you two answers: First, what is in the cards 
for Germany; second, how things may shape up in a divided Europe. 


Private trade with Japan can be resumed next month. Only 
400 businessmen will be in the first group of commercial travelers to 
be admitted. From Tokyo, Staff Correspondent Joseph Fromm cables 
a report of what is in store for these private traders. His appraisal is on 


page 14. 


From inside Russia, America looks black and white at the same 
time. This double vision of the ordinary Russian, who lets the all- 
powerful Soviet state do his thinking for him—up to a certain point— 
is illustrated and explained in a report of Staff Correspondent Robert 
Kleiman’s queries among Russians in Russia. It is on page 22. 


World Report leaders had a four-month lead on the U. S. Con- 
gress in learning the facts about the Pan-American Highway. 

On March 4, a World Report dispatch from Nicaragua reported that 
the highway would require two to five more years to complete, and 
final cost to the U.S. would exceed $130,000,000. A detailed account 
of the condition of the highway followed. 

On July 6, the Senate War Expenditures Committee estimated the 
final cost would be $139,000,000 and questioned the wisdom of com- 
pleting the project. 

On page 26 of this issue, World Report forecasts what Congress 
will do next and what will be the final outcome for the highway. 
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For World Report 
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Volume 3, No. 4 


There are some things that a person can see ahead, some trends showing up 
that obviously are to affect the outlook for most people. In broad terms: 

Exports, thus far in 1947, are a strong factor in sustaining a U.S. boom. 

A decline in sales overseas now seems closer at hand than was realized. 

Drop in exports is increasingly likely to occur by fourth quarter, 1947. 

Pressure for new credits, to maintain large exports, is certain to grow. 

There is no real chance for additional dollars to be estimated, justified, 
and appropriated by the U.S. fast enough to avoid a dip in export trade. Instead, 
the prospect is that a slackening of exports will develop with such rapidity as 
to be visible by the time new overseas financing goes before a U.S. Congress. 


Actually, the U.S. is getting a trade warning from nations nearby..... 

Latin America has spent an alarming share of dollars earned in wartime. 

Canada, strange as it may seem, is running into a dollar-shortage problem. 

The significant fact is that even those areas spared from battle damage, 
with natural resources open to orderly development, now find, after two years of 
peace, that their earning capacity is not geared to their needs when those needs 
can only be satisfied in the U.S. market at high prices. 


In the case of Latin America: | 

Luxury goods are being excluded because of an early buying spree. 

Restrictive devices of all types are being applied to purchases abroad. 

Import quotas are coming into force to ration essential supplies. 

Latin America is being forced to recognize an inability to support a rate 
of buying from the U.S. which, in round figures, would have cost $4,000,000,000 
annually, which would have accounted for a fourth of U.S. exports. 





Mexico's dilemma, a typical example, boils down to this: 

Mexico attempted to buy in the U.S. at a $600,000,000 annual rate. 
Radio séts, for instance, were requested on a scale of 200,000 a year. 
Autos and trucks were purchased at a pace twice as great as in 1946. 
Machinery and metals were ordered in volume to speed industrialization. 
At the same time: 

Cattle sales fell off sharply due to foot and mouth disease. 

Mineral exports failed to yield as large profits as were expected. 
Finished textiles ran into unexpected competition in markets abroad. 
Tourist receipts, after a wartime boom, showed signs of tapering off. 
Dollar remittances from Mexican labor in the U.S. began to diminish. 
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In this situation, faced with a steady decline of dollar reserves, a need 
to import basic foods and an internal. recession, Mexico had no alternative but to 
cut down on her U.S. purchases. Recent restrictions can be expected to reduce 
Mexico's buying in the U.S. by an estimated 25 per cent. 


Even Argentina, in a stronger position, is changing SignalS...ce. 

Outside capital is being encouraged to invest in Argentina. 

Equal treatment with local investors is now an official promise. 

Exit of capital, withdrawal of profits, is to be controlled. 

Businessmen, however, are skeptical of the Argentine gesture. Despite offi- 
cial denials, the prevailing idea in Buenos Aires is that Argentina soon may 
require U.S. credits, is anxious to offer inducements to private investors as a 
means of showing that her economy is less closed than has been advertised. 











As matters stand, in the maneuvering over Europe’s future..... 

Russia, more than ever, is determined to push ahead with eight satellites. 

U.S. accordingly, is inclined to try to lead the rest of. the world. 

In this definite division, U.S. dollars and U.S. goods offer a very strong 
attraction. Russia can offer little tangible in return for her leadership at 
present. U.S. can offer help in raising living standards, in reviving industry, 
in supplying working capital. . : 

World drift is strongly toward Moscow and Washington as rival capitals. 








At top levels, the U.S. estimate of Russia amounts to this: 

Russian policies are policies of expansion, of Communist imperialism. 

Russia will try to tighten her grip on areas now occupied, will seek to 
gain strenzth by encouraging Communist parties throughout the world. 

Trouble plays into Russia's hands, creates new opportunities to advance. 

Basically, Russia expects the eventual downfall of capitalism. Russia will 
attempt to hasten that day without incurring undue risks for herself. Russia is 
not bound by any timetable, regards her political action as a fluid stream which 
moves constantly wherever it is permitted to move. 











However, on this theory, there need not necesSarily be pessimism. 

U.S. is advised to remain Strong, to keep up her guard. 

A willingness to go to war really is likely to prevent war. 

Patient yet firm containment of Russia is to be the objective. 

Threats are to be avoided. U.S. is cautioned not to maneuver Russia into 
a position from which Russia cannot retreat. 

At a point, perhaps 10 to 15 years ahead, power can be expected to shift 
within Russia. Disappearance of. Stalin, for example, can mean a breakdown or an 
internal struggle for control of Russia. There is, in this view, a chance that 
Russian attitudes will mellow, may alter to a marked degree once Russia's rulers 
are convinced of the strength and determination of the U.S. 











The estimate of U.S. appraisers is that American policy need not be limited 
to holding the line and hoping for the best. The U.S., for instance, by running 
its economy successfully, by avoiding a depression at home, so much desired by 
the Russian rulers, would make a deep and important impression on the Communist 
world. The problem, in essence, is a test of the U.S. as a capitalistic nation. 
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OBSTACLES TO COMEBACK OF EUROPE 


Reparations problems, monetary difficulties 
_and political prejudices which adherents of 


Marshall Plan are hopeful of overcoming 
Reported from LONDON, PARIS, 


GENEVA and 


Now, after the first flush of excitement 
over the Marshall Plan, the countries of 
Western Europe are taking a long second 
look at the yeal obstacles confronting a 
co-ordinated recovery program. 

With Eastern Europe split away 
through Russian pressure, the West finds 
itself with stubborn problems that must 
be solved country by country before it 
can turn to the U.S. for the aid sug- 
gested by Secretary of State George C. 
Marshall. 

@ On broad gauge, planners must sur- 
mount a host of traditions to organize for 
the comeback of Europe. 

Barriers, erected through the years to 
restrict the flow of goods, must be low- 
ered by mutual consent to get the dis- 


THE JOURNEY THAT MUST BE MADE 


FROM SOUP LINES... 


Hungry French villagers line up for a free meal 


WASHINGTON 


tribution of supplies recommended by 
the U.S. 

Fear of Germany will have to be al- 
layed so that the coal and heavy industry 
of the Ruhr can be harnessed to the re- 
covery effort. 

Trade pattern by which Western Eu- 
rope traditonally exchanged its manufac- 
tures for the food and timber of Eastern 
Europe must be altered drastically if Rus- 
sia tightens her hold on countries there. 

Migration will have to be encouraged, 
not discouraged, so that countries with 
man-power shortages can tap the supply 
of labor in countries with surpluses. 

@ In specific terms, troubles already are 
developing to thwart Western Europe’s 
planning. 
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~+-TO ASSEMBLY LINES 
Motor trucks near completion in a French factory 


Germany, scheduled to become the 
main dynamo for powering European re- 
covery, is causing serious diplomatic fric- 
tion. 

The French, who have suffered three 
major invasions by the Germans in less 
than 80 years, fear Germany's larger 
population and greater industrial ca- 
pacity. France sees “danger” written all 
over U.S.-British proposals to revive 
Western Germany. 

U.S. and Britain are agreed that Ger- 
man industry must be put back in har- 
ness as quickly as possible to help pull 
Europe out of the hole. But that is about 
as far as the agreement goes. 

The main argument is over who is go- 
ing to manage the Ruhr and how. The 
Ruhr has the bulk of Germany’s coal and 
heavy industry, vital to Europe's recov- 
ery. Britain runs it. Now, however, it is 
evident that the U. S. is going to have to 
stand most of the cost of getting the 
Ruhr back into full production. In re- 
turn for her heavy investment, the U. S. 
is pressing for a large share in the tech- 
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BRITAIN 


nical and managerial direction of the 
Ruhr, with the possible participation of 
the French. 

Even after the U.S. and Britain find 
some way to agreement, revival of the 
Ruhr is to set up shock waves that will 
jar the capitals of most of Europe. To 
keep German miners and skilled workers 
on the job and producing for European 
recovery, Western Europe and the U. S. 
will have to channel more food, more con- 
sumer goods and a vast amount of con- 
struction materials for housing into the 
Ruhr. Those are things that the people 
of other European countries need also. 
For many, standing below Germany on 
the priority lists will be a hard thing to 
swallow, even though thev would get a 
larger share of coal and manufactured 
goods from Germany in returm. 

Reparations are one of the biggest ob- 
stacles confronting the planners. Russia 
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Some of the countries of Western Eu- 
rope also hope to extract heavy repara- 
tions from Germany. How much, how 
soon and in what form may have to be 
decided before detailed planning. can go 
ahead for continental recovery. There is 
a possibility that the whole question of 
German reparations for Western Europe 
will be shelved for several vears. 

But the Russians are not likely to agree 
to postponement. “A real snarl could oc- 
cur if the Russians insist on a large share 
of Germany's output of coal, steel and 
manufactured goods as reparations at the 
time such products are being used to 
power recovery in the West. 

Financing trade within Europe is 
another problem raised by the Marshall 
proposal. Europe herself has many of the 
goods needed for recovery. But many of 
these cannot move across national bound- 
anes because of monetary difficulties. 
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trade balances between European coun- 
tries in U.S. dollars, rather than in Eu- 
ropean currencies. The U.S. would be 
asked to set up a fund for this purpose 
as part of the American contribution to 
the program for European recovery. 

Proponents of the idea believe the dol- 
lar clearinghouse would act as a power- 
ful stimulus to intra-European trade by 
removing much of the uncertainty that 
today is separating Europe's buyers from 
its sellers. 

Internal economies of some of the par- 
ticipating countries are due for severe 
reform if a continental plan of recovery 
ig to succeed. 

Inflation will Wh to be brought more 
nearly under control by stricter measures. 
Currencies will have to be stabilized so 
that businessmen can plan ahead instead 
of living from day to day. 

Banking experts argue that, so long as 
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and some of her satellites in Eastern Eu- Much Europes currency is unstable inflation continues, U.S. loans and gifts 
rope are pushing heavy claims for repara- and has low purchasing power. Com- 


tions against Germany, Austn i Ital 
The U.S. and Western Receen: are to 
avoid being placed in a position where 


thev will be pumping aid into those coun- 


merce stagnates as many exporters refuse 
to sell for anything but “hard” currency. 

Financial experts in Europe now are 
talking about organizing a dollar clear- 


can do little more than keep Europe alive. 
They can only be effective toward per- 
manent recovery if the recipients look 
upon them as providing a breathing space 
for putting their domestic economies in 
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tries while Russia sucks it out. If that inghouse to permit the healthy circula- order. 

happened, Germany and Austria woukd _ tion of goods again within Europe. While Black markets, which still flourish in | 
hecome merely a fimne!l for uminten- details of such a system stil] have to be France, Italy, Germany and Greece. 
tioned U.S. aid to Russia worked out, the idea is simply to settle threaten to soak up vast amounts of the 
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From World War II 


Agriculture figures for 1946-47 crop year) 
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NETHERLANDS 


aid poured into Europe for recovery pur- 
poses. One of the U.S. conditions to be 
attached to any contribution to European 
recovery is to be that the aid must be used 
for recovery. Unless something is done by 
the individual countries to stop their 
black markets, there will be little hope of 
meeting such a condition. 

Tariffs in Europe will-have to be al- 
tered drastically rf the Continent is to 
make the maximum contribution to its 
own recovery. Talk of tariff revision is to 
arouse powerful opposition in most of the 
countries involved. Some rely on customs 
duties to protect home indystries. 

Complete solution to the tariff problem 
would require the formation of a cus- 
toms union embracing all of Western 
Europe, and the idea is being seriously 
discussed in London and Paris. But the 
problems inherent in forming such a 
union are so complex find would take so 
many years to iron out that the idea offers 
little hope for a short-term solution. 

Probably the limit of tariff discussions 
in the near future will be a consideration 
of how duties might be adjusted in a few 
specific places on a few specific items 
ure-ntly needed by European countries. 

The Communists, powerful in France 
and Italy, are working hard to strengthen 
their position in Western Germany. Many 
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POLAND ITALY 


of their leaders oppose the Marshall Plan, 
although the rank and file appear to be 
overwhelmingly in favor of it. The fear 
now is that Russia will use the Commu- 
nists in Western Europe as a force to 
undermine any continental plan for re- 
covery in line with the Marshall Plan. 
Red tape, not red saboteurs, may turn 
out to be the biggest threat to the Mar- 
shall Plan. Execution of such a program 
may require even more controls and more 
regulation than the control-weary coun- 
tries of Western Europe already have. 
Present planning calls for the estab- 
lishment of a central committee and vari- 
ous subcommittees to allocate all the 
main commodities and equipment needed 
for the program and to specify exactly 
how such material should be used. One 
of the higgest problems will he to keep 
controls and directives from multiplying 
so that they weigh down the admin- 
istrative apparatus, causing long delays. 
Long delays could be fatal. 
@ Europe's recovery up to the present 
is indicated in the accompanying chart. 
Most of the Continent is still far below 
prewar levels of production. And produc- 
tion figures do not tell the whole story. 
The figure for British food production, 
for instance, looks good. But Britain is 
hungry. The reason is that she cannot 
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GERMANY 
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afford to import as much food as she 
formerly did. 

France's figure for coal production also 
looks good. Nevertheless, France is criti- 
cally short of coal. Again the reason is 
reduced imports. 

The reason Polish production appears 
to have risen is that Poland has annexed 
a rich and highly industrialized slice of 
Eastern Germany since the war. 

It is the real gap between present 
living standards and prewar normalcy 
that will have to be filled by the Mar- 
shall Plan. Statistics on current indus- 
trial production are not an accurate 
measure of this gap, so long as Europe’s 
economy is not co-ordinated on a Con- 
tinent-wide basis. 

@ The prospect now is that broad-gauge 

planning for a revival of Europe’s econ- 
omy will go ahead as fast as possible in 
spite of the obstacles. Diplomatic skir- 
mishes springing up on all sides, however, 
may postpone considerably the day when 
Europe can begin putting its plan into 
effect. While waiting for the smoke to 
clear away, Europe is looking forward to 
the time when the planners can finish 
their job and the administrators can 
take over. Indications now are that that 
stage probably will not be reached before 
sometime next winter. 
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SURVEYOR MOSES 
To report on housing and transport 
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ADMINISTRATOR McKIBBIN 
He directs internal affairs 
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ADVISER DRAPER 
In the market for experts 
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TEST OF U. S., SOVIET METHODS 
IN REVIVAL OF GERMANY 





Drive by two powers to increase output 
of their respective zones in preparation 


for likely permanent split of country 


Reported from BERLIN, 
FRANKFURT and WASHINGTON 


Competition between U.S. business 
skill and Soviet economic planning now is 
under way in earnest in divided Germany. 

With no sign appearing of an Allied 
agreement to run the defeated Reich as a 
unit, the two rival systems of East and 
West are out to make the most of the 
portions of Germany they control. The re- 
sult is to widen the split between East and 
West Germany. 

Right now, the contest still is mainly 
a race for higher farm and factory output 
and bigger exports, Political overtones 
are still muted. Later, however, the con- 
test also may become an open struggle for 
control of Germany's votes. 

@ In Western Germany, American busi- 
ness techniques are being imported to 
increase the production and exports of the 
factory-rich but food-poor zones governed 
jointly by the U. S. and Britain. 

Special consultants on trade, produc- 
tion- and administration are going to Ger- 
many in a steady stream this summer to 
advise Gen. Lucius D. Clay, the American 
Military Governor, on how to revive the 
Western zones. 

Secretary of Commerce W. Averell 
Harriman and Secretary of Agriculture 
Clifford Anderson have been studying 
the situation in Berlin this month and 
will make recommendations. 

Robert Moses, New York City’s plan- 
ning expert, will report soon’on his survey 
of how to improve Ruhr coal production, 
as well as housing and transportation in 


- Germany. Clay gave Moses a free hand. 


Thirteen presidents and board chair- 
men of prominent U.S. industrial firms 


have just completed a tour of Germany ' 


on the War Department’s invitation. They 
agreed to find qualified industrial special- 
ists at home to serve in the Military Gov- 
ernment in Germany. The president of 
Johns-Manville Corporation, Lewis H. 
Brown, is to tour the Western zones this 
month to advise on the increasing of fac- 
tory output. 

Full-time jobs in U.S. Military Gov- 
ernment in Germany are being filled now 


by a growing number of American experts 
on management problems. 

Maj. Gen. William H. Draper, Jr., 
economic adviser to Clay, is enlisting busi- 
ness experts for his staff. Draper himself 
is on leave as vice president of Dillon, 
Read and Company, New York invest- 
ment bankers, 

The new director of economic opera- 


tions for the Military Government is Col. | 


Lawrence Wilkinson, a former vice presi- 
dent of Marine Midland Trust Company, 
New York. 

The U.S. chairman of the bipartite 
control office, which oversees the eco- 
nomic life of the combined British-Ameri- 
can zones, -is Clarence L. Adcock, 
formerly an Army major general, While 
not a businessman, Adcock is considered 
an expert on engineering. 

Other high-ranking business specialists 
enlisted for Germany include Arthur 
S. Barrows, president of Sears Roebuck 
and Company; L. Edward Spencer, of 
Goodyear Tire and Rubber Company; 
Edward A. Berkfield, export manager of 
Weirton Steel Company, and Roy J. 
Bullock, a director of the School of Busi- 


ness at Johns Hopkins University, Balti- 


more. 

Proven administrators also are being re- 
cruited. Typical of these is George B. 
McKibbin, deputy director of internal 
affairs for the U.S. zone. He is a Chicago 
attorney, prominent in civic and State 
affairs, 

To get more men with administrative 
experience, the War Department has 
asked former State governors, both Re- 
publican and Democratic, to take jobs in 
the Military Government. 

A Western capital for Germany is tak- 
ing shape meanwhile at Frankfurt, in the 
U.S. zone. Political headquarters for 
the U.S. and British zones are still in 
Berlin and, according to Clay, will re- 
main there as long as the U. S. continues 
trying to avoid a complete break with 
the Russians. Economic headquarters 
for the two merged zones, however, 
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gradually are being esiablished at Frank- 
furt. Berlin is becoming more and more 
merely a forum for debates with the 
Russians. 

Overtures to the French to link their 
occupation zone with the U.S. and 
British areas for economic affairs are 
being increased. Many American officials 
believe that the French may join the 
Western bloc in Germany if the autumn 
meeting of the Big Four Foreign Min- 
isters is a failure. 

Political unification of the U.S. and 

British zones is being avoided as long 
as there is any hope of obtaining Rus- 
sian co-operation. The final step of split- 
ting Germany into two separate coun- 
tries is being reserved as a last resort. 
@ In Eastern Germany, the Russians are 
r.organizing their zone so it can live with- 
out the West. Thomas F. Hawkins, 
World Report correspondent in Ger- 
many, reports the latest moves: 

An economic commission of Germans, 
like the council set up in the Anglo- 
American area, now is functioning in 
the Soviet zone. The German officials 
have authority to co-ordinate supply and 
production. 

A central government for the Russian 
zone is being considered. It might be 
set up in Potsdam if the Western Allies 
create a German government for their 
pari of the country. 

Police supervision of the Soviet zone is 
tightening, tollowing a visit trom Lavrenti 
beria, head of the Russian secret police. 

The Berlin city administration is slip- 
ping more and more under control of 
pro-Soviet parties. Western authorities 
find themselves unable to check this 
trend. 

Political pressure is increasing on 
parties in the Soviet zone to form a united 
bloc, taking decisions by unanimous vote. 

A trade fair at Leipzig, in the Soviet 
zone, is calculated to attract thousands of 
German and outside buyers there in Sep- 
tember. The British are staging a similar 
fair at Hanover in August as their answer 
to the traditional Leipzig fair. Some 900 
U.S. businessmen have been invited to 
the Hanover show. 

Industrial production in the Soviet 

zone is being pushed tor Russia's bene- 
fit. Dismantling of plants for reparations 
is almost finished. Large industries have 
been nationalized. Visitors to the Soviet 
zone estimate that 60 per cent of indus- 
trial output goes to Russia as reparations, 
but consumer goods are being released 
to the Germans. 
@ The outcome of this production race 
between American business methods and 
Soviet techniques in Germany may be a 
permanent split in the Reich. 

Hawkins sums up: 

“Both the East and the West still have 
an out. They can yet unify. But present 
aetivity in the Soviet zone appears to 
indicate that Russia expects a divided 
Germany.” 
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RUSSIAN-SPONSORED LEIPZIG FAIR 


The British will put on a rival show in their zone at Hannover 
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MOVE TO PROTECT WESTERN HEMISPHERE 


Plan of American republics for collective 
use of armed force in event of aggression 
from outside or neighborhood conflicts 


The American republics are getting set 
to sanction collective use of force, if neces- 
sary, to protect themselves from aggres- 
sion. They are to frame a treaty based on 
this principle at the inter-American con- 
ference to open August 15 in Rio de 
Janeiro. 

That treaty is expected to prevent 
neighborhood wars such as have studded 
the history of the Americas, as shown on 
the map. If fully successful, the pact 
would array the American republics in 
a solid military front against any outsider 
who attacked any one of them. 

All the American republics, except pos- 
sibly Nicaragua, will take part in the 


conference. All have expressed deep inter- © 


est in perfecting mutual defense. But 
sharp differences ef “pinion are to pro- 
duce heated debates and may endanger 
the success of the meeting. And countries 
that had been hoping to get U.S. prom- 
ises of arms at the meeting are to be 
disappointed because legislation for arms 
transfers probably will not pass the 
United States Congress before the con- 
ference opens. 

@ Basis of the use of force, a new prin- 
ciple in inter-American action, is con- 
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tained in the Act of Chapultepec. Before 
World War II, agreements aimed at pre- 
venting inter-American wars depended 
on such devices as arbitration. But at 
the Inter-American Conference on the 
Problems of War and Peace, held early 
in 1945 at Mexico City, the American 
republics agreed on stronger measures 
against aggressors for the duration of the 
war. 

The Act provided, further, for the 
calling of a meeting, after peace had 
been established, to draft a treaty estab- 
lishing procedures for meeting threats 
sr acts of aggression. Procedures sug- 
gested were recall of chiefs of diplomatic 
missions, breaking diplomatic relations, 
breaking consular relations, severing 
communications, interrupting commer- 
cial relations and using armed force. 


Originally scheduled for the autumn 


of 1945, the conference at Rio was post- 
poned because of strained relations be- 
tween the United States and Argentina. 
Now, with U. S.-Argentine relations back 
on a normal basis, the meeting is to 
take place. 

@ Drafts of treaties have been sub- 
mitted by Bolivia, Brazil, Chile, Ecuador, 
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TO PREVENT WARS: Chile‘’s President Gonzalez and Brazil’s President Dutra 


Mexico, Panama, the U.S. and Uruguay 
for consideration at the conference. 
Venezuela also will present a draft. 

Procedure probably will be for the 
conference to turn the drafts over to a 
committee to put together a single draft 
and lay it before the conference for dis- 
cussion. 


Agreement is geaeral on the desir-’ 


ability of trying to settle disputes by 
mild means betore resorting to strong 
measures. But there is serious disagree- 
ment on some issues that are to come up. 
@ Methods of deciding on action to be 
taken in case of aggression will produce 
some of the sharpest clashes. 

Consultation as a means of agreeing 
on action is favored by all the countries. 
But some of them want individual con- 
sultations, conducted government to gov- 
ernment. Others think the Governing 
Board of the Pan American Union should 
be the channel used. And others believe 
the consultations should take place at 
meetings of foreign ministers. 

Hottest discussion will center around 
the question of majority rule. Past policy 
in inter-American matters has been to take 
collective action only if there were no 
dissenters. The U.S., particularly when 
Sumner Welles was Under Secretary of 
State, was a staunch advocate of this 
policy. 

Now several of the countries, includ- 
ing the U.S., want to make a two-thirds 
majority decisive. Nearly all of the Amer- 
ican republics are willing to go along with 
this change. Further, they believe a de- 
cision reached by a two-thirds vote should 
be binding on all signers of the treaty. 

Argentina, however, wants to stick to 
the unanimous principle. She also opposes 
making a two-thirds vote binding. 

Argentina often has been the sole dis- 
senter at past inter-American confer- 
ences. Indications are that she will con- 
tinue in that role at the Rio meeting. 
@ United Nations Security Council's re- 
lation to the inter-American plan also 
will be a serious issue. 

The Mexico City Conference, held be- 
fore the United Nations was organized, 
agreed that any arrangements made un- 
der the Act of Chapultepec should be 
considered as being regional and “shall 
be consistent with the purpose and prin- 
ciples of the general international or- 
ganization, when established.” 

Under the U. N. Charter, “individual 
or collective self-defense” can be taken 
against armed attack until such time as 
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the Security Council exercises control. 
Most of the American republics favor 
acting on this basis; they believe they 
should be free to handle any case of 
aggression affecting ther until the Se- 
curity Council acts. 

Chile and Bolivia; however, want the 
American republics to have authority 
from the Security Council before acting 
in an emergency. If they maintain this 
position at Rio, the whole issue of the 


‘effectiveness of the Security Council 


probably will be brought up, as well as 
the relationship of the entire inter-Amer- 
ican system to the U.N. 

@ Further differences may arise when 
the question of establishing a joint 
agency for military co-operation comes 
up for discussion. There already is dis- 
agreement over the composition, organ- 
ization and powers of such an agency. 


But agreement is fairly general that it 


should not have authority to command 
troops. 

Final action toward setting up the 

military agency probably will go over to 
the next inter-American meeting, to be 
held early next year in Colombia. As 
finally formed, this organization prob- 
ably will be a council consisting of rep- 
resentatives of the chiefs of staff of all 
the American republics. Chief duties of 
the council will be to make plans for 
joint action and to co-ordinate the arm- 
ing and training of American forces. 
@ Nicaragua poses a question that wor- 
ries the other republics. Because of the 
importance of the Rio conference, it had 
been hoped that all the American re- 
publics would be represented. But diplo- 
matic recognition has been withheld from 
the Government that former President 
Anastasio Somoza set up in Nicaragua by 
military coup last month. 


It appears doubtful at present that. 


Nicaragua will be invited to send a dele- 
gate to Rio. 

@ Economic worries may detract from 
the enthusiasm of some of the delegates 
at Rio. Many Latin-American countries 
are in serious trouble. President Eurico 
Gaspar Dutra, host to the conference, 
has an acute problem of inflation. Presi- 
dent Gabriel Gonzalez Videla, of Chile, 
has indorsed’ the conference but has said 
something should be done about bringing 
“economic solidarity” to the Americas. 
Similar views have been expressed by 
diplomats from other Latin-American 
countries. Attempts may be made, thus, 
to bring proposals for economic co-oper- 
ation before the meeting. 

Chances are good despite the differ- 
ences and the economic worries, for the 
drafting of a treaty that will discourage 
aggression in the Western Hemisphere. 
The American republics have seen wars 
started in the Hemisphere despite fran- 
tic attempts to prevent them by mild 
methods. Sentiment now favors taking 
strong action against aggressors when 


mild methods fail. 


Guatemala vs.E! Salvador, Re 


Nicaragua and Costa Rica 


Honduras and Costa Rica 
i906 


Brazil vs. Argentina 
_ 85i-52 
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BRITAIN’S LAST-DITCH PLAN FOR SURVIVAL 


Labor Government's decision to draw up 
blueprint for going it alone if Marshall 
program for Europe fails to develop 


Reported from LONDON 


Great Britain’s Socialist planners are 
looking around for insurance against the 
possible failure of the Marshall Plan. 

A five-year plan for the United King- 
dom now is to be drawn up by the 
country’s top planners and suomitted to 
the Labor Cabinet by October. Fourteen 
representatives of labor, industry and 
the Government have been commissioned 
to supervise the job. 

If the Marshall proposal for the U. S. 
aid to Europe goes into effect, presumably 
this coming winter, Britain's new blue- 
print will be drawn to that scale. 

But if Europe can't agree on a pro- 
gram -along the lines hinted at by 
Secretary of State George C. Marshall, 


or if the U.S. Congress finally turns 
thumbs down, Britain’s Labor Cabinet 
proposes to be ready to go it alone, as 
best it can. 
@ In the Marshall Plan, the British lead- 
ers see a breathing spell coming just in 
the nick of time. This is their reasoning: 
Increased output in Europe, flowing 
from the application of U.S. dollars to 
Europe's economic machine, means more 
imports for Britain. It will then be possi- 
ble for British industry to sell goods to 
France, for example, and get goods in 
return. As it is, France has to pay Britain 
chiefly in currency of uncertain value, 
useless in purchasing goods or services 
from other countries. The British now 


have more of these “soft” currencies than 
they know what to do with. 

Smaller purchases from the U. S. will 
be necessary as European production re- 
turns to normal, providing surpluses ex- 
portable to Britain. A saving in imports 
of dollar goods, and thus of dollar ex- 
penditures, would follow. 

Increased exports can flow out of 
Britain as her imports of food and raw 
materials from non-dollar sources mount. 
Additional exports, jn this situation, 
would reduce England’s excess of im- 
pcrts over exports without incurring new 
dollar expenditures. 

End of dollar credits could then come 
along next winter, as expected, without 
confronting the British with what their 
leaders now fear might be the worst 
crisis since Dunkerque. 

Shadow of such a crisis is openly re- 
flected in speeches by Cabinet members. 
The Labor Government warns Britons 
that the $3,750,000,000 borrowed from 
the United States in the summer of 1946 


Why Britain's Dollars Are Melting ee ae 
Prices of Imports Up; Volume Unchanged 
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$6,800,000,000 


“This is what the British,midway in 
1947, now expect the same volume 
of imports to cost for the (2 
months beginning July |,1947. Thus 
@ price rise in the exporting coun- 
tries is costing Britain nearly a 
billion dollars. 
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is disappearing faster than anyone antic- 
ipated. Vanishing at the rate of around 
ten million dollars a day, the U.S. loan 
is almost certain to be used up entirely 
early in 1948, if not by Christmas of 
1947. 

The things the loan was supposed to 
buy, meanwhile are not yet in sight. 
British exports were scheduled to reach 
140 per cent of the 1938 volume by the 
end of this year, go on to 175 per cent of 
1938 by the end of next year. Currently, 
they are little above the prewar level. 
The 1947 goal of 140 per cent now is 
officially postponed to mid-1948. 

Britain’s coal production, on which the 


‘ whole production and export program 


turns, likewise is failing to proceed ac- 
cording to plan. With half the year gone, 
London has virtually abandoned hope 
that 1947 output will reach the planned 
minimum of 200,000,000 tons. A total 
around 190,000,000 tons is more likely. 
If out of this reduced total 15,000,000 
tons are set aside as a reserve for winter, 
as planned, export industries will have 
to get along on reduced rations for an- 
other year. 

imports of coal from the U.S. may 
improve this prospect by a few hundred 
thousand tons, but at the cost of -using 
up scarce dollars. As things stand, Brit- 
ain’s purchases from abroad exceed her 
sales abroad by approximately $2,800,- 
000,000 a year. This is a trade deficit 
about a billion dollars larger than the 
British counted on when they laid out 
their plans for 1947. 
qj Faster flow of European goods to 
Britain, and of British goods to countries 
whose currency is good anywhere, ap- 
pears to the London planners as the only 
solution to endless dollar deficits. The 
hope is that this speed-up in production 
and trade will result from the Marshall 
Plan. 

Specifically, the items that stand out in 
Britain’s list are these: 

Food accounts for about half the value 
ot British imports, absorbs 80 per cent of 
everything earned by exports. Even so, 
importations of most foodstuffs are sub- 
stantially less than in prewar years. But if 
current or pending deals with Russia, 
Hungary, Yugoslavia, Poland and Den- 
mark go through, Britain will be able to 
buy more of her food with pounds, less 
with dollars. Whether the withdrawal of 
Russia and Eastern Europe from the 
Marshall Plan will wreck Britain's nego- 
tiattons with these countries, however, 
remains to be seen. 

Timber for mines and housing is 
another of England’s pressing needs. 
Against requirements of 1,120,000 stand- 
ards a year (a standard equals 220 board 
feet), the supply in sight comes to less 
than half that much. England's prospects 
of importing some of this timber from 
Soviet Russia are now far from certain. 

A steel deficit of two million tons a 
year hampers British production for ex- 


port. Since the U.S. has been unable 
to supply steel, Britain hopes that in- 
creased production in Western Europe, 
especially in the German Ruhr, may fill 
her needs. 

On the other side of the ledger, the 
items the ‘British could contribute to 
European recovery include these: 

Heavy goods are high on England’s 
export schedule despite her own need 
for new capital equipment in mines and 
factories. Already twice as much railroad 
rolling stock is going abroad as before 
the war. Exports of motor vehicles are 
rising. Electrical machinery is on the list, 
even though Britain herself desperately 
needs new generating equipment. Farm 
machinery, at the rate of 5,000 tons a 
month, is moving out of the British Isles. 

Consumer goods likewise are to flow 
out of England at an increased rate if 
British consumers are willing to do with- 
out. An increase of 20 per cent in exports 
of textiles is called for by the Govern- 
ment. London’s planners hope British 
textiles will induce European farmers, 
miners and industrial workers to turn 
out more goods. 

Before Britain can rearrange her trade 
with Europe and Americ, however, she 
looks to the U. S. to make a major modi- 
fication in American trade policy. For 
the duration of the emergency, the Brit- 
ish seek a change in the Anglo-American 
loan agreement that will permit Britain 
to reduce certain imports from the U. S. 

Given this modification in U.S. trade 

policy, along with an effective Marshall 
Plan, spokesmen for the Labor Cabinet 
think Britain can help both herself and 
the nations of Europe. 
@ Without the Marshall Plan, on the 
other hand, British leaders foresee the 
gravest kind of crisis for England next 
winter. 

A cut in imports of at least 25 per 
cent would be inevitable without new 
sources in Europe or a fresh dollar loan 
from the U.S. By contrast, recent cuts 
in purchases of tobacco, paper and gaso- 
line, and possible reductions in expendi- 
tures for U.S. films, amount to less than 
2 per cent of total imports by value. 
Despite these cuts, Britain’s bill for im- 
ports keeps going up, as U. S. prices rise. 

Regimentation of British industry and 
labor, to a degree unknown in England, 
looms as the alternative to a Marshall 
Plan for Europe or new U.S. credits. 
With imports drastically cut back, and the 
need for exports greater than ever, Brit- 
ain’s planners would have no choice but 
rigid allocations of labor as well as of 
money and materials. More Government 
intervention, rather than less, could be 
counted on. 

A five-vear plan along these lines, how- 
ever unpopular it might prove, is a pos- 
sibility Britain’s top planners are begin- 
ning to face. They want to be ready for 
either the success or failure of the Mar- 
shall Plan for U.S. aid to Europe. 
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BARRIERS TO A TRADE BOOM IN JAPAN 


Shortage of goods for export because 
of continued buying by U.S. Commercial 
Corporation and lack of raw materials 


Reported from TOKYO, 
WASHINGTON and NEW YORK 


Gloomy trade prospects await the first 
American businessmen who are to be ad- 
mitted to Japan next month. 

The U.S. traders will be unable to 
deal in Japan’s major exports—raw silk, 
cotton textiles and tea. Stocks of such at- 
tractive items as pottery, glassware, bam- 
boo products and cultured pearls will be 
virtually exhausted by August 15, when 
the present ban on private trade is eased. 

Furthermore, American businessmen 

who want to place orders for future de- 
liveries will have no assurance as to when 
they can be filled. This hinges on the 
availability of raw materials needed by 
Japan’s industries. 
@ A trade boom, therefore, is not going 
to result from the forthcoming arrival in 
Japan of 400 overseas businessmen, in- 
cluding 102 Americans, reports Joseph 
Fromm, staff correspondent for World 
Report in Tokyo. 

“The most that can be expected,” says 
Fromm, “is that it will serve as an incen- 
tive to Japanese industrialists to step up 
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WHAT’S BEHIND THE NEW FRONT: Slim pickings for first comers 


production and that Japanese exporters 
will be able to learn the latest styles and 
patterns.” : 

@ Immediate benefits for U.S. traders 
are to be negligible, mainly because three 
fourths of Japan’s exports will continue 
to be handled by the U.S. Commercial 
Company, a Government agency. 

International traders of the New York 
area want the USCC abolished, but from 
present indications the Government 
agency is to remain in business until next 
year. Its gradual liquidation is in pros- 
pect, however. 

Raw silk is expected to return to pri- 
vate trading after the USCC disposes of 
55.000 bales it has on hand in the U.S. 
This may require some time, however, be- 
cause the present demand for silk is weak. 

Cotton textiles may remain under the 
USCC for the next several months. The 
U.S. agency, which is supplying Japan 
its raw cotton, already has commitments 
until November for the defeated nation’s 
entire output of cotton goods. 
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Tea is not expected to be released to 
private trading until the 1948 crop. Be- 
fore the war, U.S. traders bought $2,000,- 
000 worth of Japanese tea a year. 

The “cream” is to be skimmed off other 
Japanese commodities by the USCC be- 
fore August 15, These include some items 
U.S. occupation authorities now list as 
available for private purchase. Pottery and 
glassware stocks, for example, will have 
virtually vanished by the time U. S. trad- 
ers arrive. 

@) Special inducements are needed for 
further revival of Japan's trade because 
her manufacturers are not as interested 
in producing goods for export as they 
were before the war. 

Big profits now are possible at home, 
particularly if manufacturers divert their 
production to the local black market. 

Overseas requirements no longer are 


known by Japanese manufacturers. Their. 


postwar products admittedly are inferior, 
so manufacturers are reluctant to use up 
their scant supplies of raw materials to 
make items for export that may not sell. 

The exchange rate of the yen has not 
yet been fixed for international trade. 
Consequently, merchandise for export is 
being sold at fixed prices. No longer is 
there any incentive for Japanese manu- 
facturers to produce goods at competi- 
tive prices. 

Pricing experts from Allied Headquar- 

ters are to set prices for export commo- 
dities on the basis of prevailing world 
prices. Later, a system may be estab- 
lished under which overseas traders and 
Japanese businessmen may talk prices. 
But this will prove difficult until an ex- 
change rate is fixed for the ven. There is 
no immediate prospect because occupa- 
tion officials feel that at present it may 
prove more of a detriment than a bene- 
fit. They want to wait until Japan’s econ- 
omy becomes more stabilized. 
@ Trade revival now is to be attacked 
from two directions in an effort to en- 
courage Japanese manufacturers to pro- 
duce more goods for export. : 

Raw materials can be supplied by 
Overseas businessmen who wish to order 
commodities in Japan for which sufficient 
raw materials are unavailable. 

For example: An American trader 
wants to place a large order for china- 
ware, but learns on arriving in Japan that 
the manufacturers cannot fill this order 
because of the shortage of kaolin and 
coal. If he is able to get these raw ma- 
terials from outside Japan, then he may 
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apply to General of the Army Douglas 

MacArthur’s Heaquarters for permission ’ - Wh 1i 

to ship them to Jupan for vse in manu. ECU UNMMIC Um TL LL TD SCOT 
facturing the items he desires. SEE ) , 

Overseas trade is being subsidized by | 
the Japanese Government. To encourage 
manufacturers to produce for export, the 
Government is promising them increased 
allocations of coal and other scarce raw 
materials. 

«| American businessmen are to be par- 

ticularly sought after by Japanese offi- 
cials when they arrive in Japan. They 

will be there in the largest numbers and 

also will be in the best position to supply 

the raw materials and loans to stimulate 

the exports needed to revive trade. 

U.S. traders also have an advantage 
in the fact that the occupation has been 
mainly American controlled. In addition, 
they are to have at their disposal good 
communications between Japan and the 
U.S., and American banks, insurance 
firms and shipping companies will have 
reopened their branches in Japan. 

Occupation officials will screen care- 

fully all private traders who want to visit 
Japan. Only businessmen with a prewar 
record of trade there, or with substantial 
financial backing, will be admitted. Every 
effort is to be made to bar speculators 
who are bent on making a quick killing 
and who might not contribute to the suc- 
cess of the occupation. 
@ Non-American traders, especially 
those from dollar-scarce countries, are to 
face the initial handicap of being re- 
quired to pay for their stay in Japan 
with U.S. dollars. Subsequently they 
must deal with U.S. officials in getting 
their contracts approved and also must 
make their purchases at dollar prices be- 
ing fixed by representatives of General 
MacArthur's Headquarters. 

National quotas for the 400 business- 
men that MacArthur has agreed to ad- 
mit at one time are shown in the accom- 
panying chart. These allocations were 
fixed by the Inter-Allied Trade Board in 
Washington. The 45 places that have not 
been allocated are being reserved for 
businessmen of nations not represented 
on the Board. Traders from these coun- 
tries who want to go to Japan must apply 
directly to MacArthur's Headquarters. 
The Russians are not listed because they 
have a trade mission in Japan that is look- 
ing out for Moscow’s interests. 

Some countries are not expected to fill 
their quotas, but the U.S. is not one of 
them. The field office of the Department ~~ — a 9 
of Commerce in New. York already has ‘QING ) 3330000 et bei : 
more than enough applicants to fill the ~~) 9) ee “gaat eae ax a yes ae fe ee Pia ‘ 
American quota. ioe x Ret, Se Rs ne * 

@ The race is on for Japan’s export trade 

and the contestants are numerous even 
though they know in advance that Japan 
has little to sell. But while immediate 
gains will be small, the outlook appears 
more promising for traders who look at 
Japan from a long-range viewpoint and 
will invest in her economic recovery. 
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FRENCH CHANGE IN MARK 








AS PATTERN FOR GERMANY 


How adoption in British and U.S. zones 


of experiment tried in Saar might remove 


exchange barriers now restraining trade 


Reported from SAARBRUCKEN 


France is quietly directing an experi- 
ment in currency reform within the Saar 
territory. This experiment may set the 
pattern for the whole of Western Ger- 
many. 

If the United States and Britain can- 
not get Russia to agree on currency stabi- 
lization for Germany soon, it is probable 
that the Western powers will set up a 
new currency in the zones of Germany 
which they occupy. France already has 
done this in the Saar. 

@ The Saar experiment is limited to an 
area of 475 square miles, rich in coal. 
The French, with U.S. and British ap- 
proval, are planning to incorporate this 
region permanently in the economic and 
financial system of France. 

Step by step, the French are proceed- 
ing toward this end, feeling their way 
carefully. 

Isolation of the Saar from the rest of 
Germany is facilitating the experiment. 
When the French blocked off the Saar 
with 1,200 customs guards in December, 
Britain approved, the U.S. objected and 
the Russians said France was preparing 
to annex the Saar. 

U.S. objections narrowed down to the 
fact that the area cut off from the rest of 
occupied Germany was considerably 
larger than the region previously con- 
sidered as the Saar territory. Russia's 
opposition did not prevent the French 
Communists from supporting the Saar 
move. 

It is now clear that the real purpose of 
the French action was to shut off the flow 
of marks into the Saar from the rest of 
Germany. Germans, convinced that marks 
in the Saar would soon be exchanged for 
French francs, were pouring money into 
the region. 

The Saar mark, now the only legal 
tender in the territory, is serving to screen 
out the money pumped into the Saar. 
Recognizing the need for sudden action 
to prevent speculation, the French set up 
the Saar mark with little warning. On 
June 9, the French announced that a Saar 
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mark would be issued. Three days later, 
Saarlanders were notified that they had 
only a week to declare their old marks. 
By June 22, the operation was completed. 

At the same time the French met U. S. 
objections to their plans for the Saar by 
reducing the territory involved from 650 
to 475 square miles. The town of Saar- 
burg and 62 other communes are left 
with Germany; most of the coal mines are 
in the region now using the new currency. 

To remind Saarlanders that the French 
ties are permanent, the new bills are in- 
scribed in both French and German. 

All Saarlanders holding ration cards in 
the region are required to use the new 
money for all financial transactions. 
Thomas Hawkins, staff correspondent of 
World Report, says in a dispatch from 
Saarbriicken: 

“The Saar conversion is temporary, but 
it enables the French to take steps es- 
sential to a permanent arrangement of 
economic union with France. 

“Many accounts which may contain 
most of the money in the Saar still are 
blocked, for Saarlanders could exchange 
only 300 marks for the head of a family 
and 100 marks for others without obtain- 
ing special authorization. In addition, all 
bank accounts’ opened after Dec. 31, 
1945, are temporarily blocked while the 
French check the owners, looking for 
black market dealers and currency law 
violators. 

“It now is possible for the French to 
find out just how much money is in 
circulation within the Saar while block- 
ing off money from the rest of Germany. 
In addition, the use of the Saar mark sets 
off the region as a separate area under 
French control, midway in the transition 
toward economic fusion with France.” 

The last step for integration of the 
Saar into the Irench financial system is 
to come when the French replace the 
Saar mark with the French franc. As an 
interim procedure, the French are ex- 
pected first to declare an exchange rate 
for the Saar mark in French francs. 
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BLOCKING OFF THE SAAR 
French soldiers hoist customs barrier 


The rate fixed will depend on the 
strength of the French franc itself, now 
threatened by inflation. Another factor 
which will influence the Saar mark rate 
is that the inhabitants of the Saar include 
mine workers and their families whom 
the French are anxious to please in order 
to keep coal production high. 

Chances are that the French will com- 
plete the financial unification of the Saar 
with France before the end of 1948. Final 
approval by the powers is to come with 
the peace settlement on Germany. Be- 
cause this settlement now appears to be 
far off, the French are going ahead with 
U.S. and British consent. 


@ New money for Germany, monéy 
which may be exchanged for world cur- 
rency, is essential to all plans for German 
recovery. Exchange barriers now are re- 
straining trade. The U. S. and Britain are 
eager for currency reform. 

As matters now stand in Germany, the 
Russians, who have American plates for 
the printing of Allied military marks, are 
able to issue as many as they please. Some 
estimates of currency issued by the Rus- 
sians are as high as twelve billion marks 
as compared to three billion issued by the 
U.S. and Britain. 

To set a value for the mark in Western 
Germany, the U. S. and Britain thus must 
guard against a flood of marks from the 
Soviet zone of occupation. For this rea- 
son, the French experiment in the Saar 
may set the pattern for Western Ger- 
many. 
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SCRAMBLE FOR NEW INSURANCE BUSINESS 


Elimination of Axis underwriters, high 


volume of world commerce, property losses 
in war as factors behind sales boom 


The insurance business is now in the 
midst of an unprecedented boom through- 
out most of ithe world, despite numerous 
curbs in countries where underwriting is 
either nationalized or restricted. 

insurance interests of the U. S., Britain, 
Switzerland, the Scandinavian countries, 
'rance and even Russia all are in the field 
to make the most of the favorable condi- 
tions which the outcome of World War 
li gives them to exploit. 

The edge in the new business is going 
to U.S. firms, but Britain is making a 
determined bid to re-establish her high 
position in international insurance. Switz- 
erland is seeking a better position than 
she held before the war. And other coun- 
iries are striving to get themselves estab- 
lished more solidly in the field of world 
insurance, 


@ Behind the present boom in insurance 
sales are three basic factors. 

No. 1, and the opening key to the 
situation, is the elimination of German, 
Italian and Japanese insurance firms from 
world competition as a result of the defeat 
of the Axis. This has left a vacuum in 
insurance coverage for many countries, 
and the scramble is now on among vic- 
torious and neutral nations to fill it. 

Germany was a major power in the in- 
surance world until World War II isolated 
the Reich. Italian companies also played 
an important role. Japanese operations 
were on a more limited scale. 

No. 2 is the present volume of world 
trade, particularly in exports from the 
U.S. There are fleets of ships to be in- 
sured, cargoes to be protected by cover- 
age and the other hazards of commerce 


SPARRING FOR TOP POSITION 








to be underwritten. Mushroom growth of 
air transport is another development in- 


‘creasing the demand for insurance. 


No. 3 is the increased awareness of in- 
surance values that has resulted from the 
business losses, property destruction and 
human casualties of World War II. 

@ Chief rivals in this boom market are 
U.S. and Britain. 

U. S. underwriters have numerous ad- 
vantages on their side at the moment, and 
agencies abroad are bidding eagerly to 
represent U. S. firms. 

Biggest asset is the stability of the 
dollar and its universal purchasing power. 
Knowledge that insurance losses will be 
paid off in dollars is an effective selling 
argument to companies or individuals 
shopping for coverage. 

Rates on U.S. policies frequently are 
more attractive than those quoted by 
British underwriters. 

U.S. firms, moreover, tend to engage 
in. multiple lines of insurance. Where a 
company formerly provided only a single 
kind of insurance, it now writes a variety 
of policies—fire, marine, casualty, theft, 
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LLOYDS OF LONDON: Britain leads in marine insurance 
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surety and other forms. This multiple 
coverage has spread the business and in- 
creased income. 

Britain, despite postwar handicaps, is 
waging an aggressive fight to keep in the 
running with the U.S. competition. 
Typical of her determination is her in- 
vasion of the U.S. domestic market to 
write casualty and other insurance. 

Biggest trouble the British companies 
have had to contend with up to now has 
been the fact that British pounds could 
not be converted readily into the dollars 
that most of the world wants. This has 
been restricting opportunities for placing 
British insurance. 

The British, nevertheless, have been 
able to maintain their leadership in 
marine insurance. They also are manag- 
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LAGUARDIA FIELD, MAY 29: One of an alarming crop of plane crashes 


TEXAS CITY, APRIL 16: More than $35,000,000 in insurance claims 
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ing barely to hold their prewar business 
in other types of insurance abroad. 

This is not satisfactory in the eyes of 
British underwriters. Moreover, national- 
ization of some forms of insurance in 
Britain has reduced the chance of placing 
policies there, so the British underwriters 
realize they must look increasingly to 
other countries for their business. 

The Swiss, unlike the British, find 
themselves in a relatively strong position 
in available exchange and have been mov- 
ing to make the most of it. 

Reinsurance is the field which primarily 
interests Swiss brokers. This is a profes- 
sional department of the business. When 
firms that write original policies want to 
protect themselves, in whole or in part, 
against losses. they take out insurance 


themselves with the reinsurance com- 
panies. So reinsurance groups, in effect, 
are the source of financial protection for 
insurance companies. 

Russian operations introduce a new 
feature into the insurance picture, for 
this is the first time the Soviets have’ 
done any underwriting outside of Russia. ' 

The sphere of Soviet activity is Eastern 
and Southeastern Europe, and the busi- 
ness is being handled by Gostrakh, the 
state insurance monopoly of the U.S.S.R. 

As with so many economic develop- 

ments inside the Soviet area, scant in- 
formation is available on the types of 
coverage obtainable from the Russians. 
It is known, however, that Gostrakh is 
providing reinsurance and possibly doing 
some direct underwriting, at least in 
transport insurance, 
@ Marring the boom in recent months 
generally has been the epidemic of heavy 
losses that insurance companies have had 
to cover, particularly in the Western 
world. 

Disasters, such as the one that razed 
Texas City, Tex., have hit underwriters 
hard. In this instance, alone, insurance 
claims totaled more than $35,000,000. 

Plane crashes have been unusually fre- 
quent, to the alarm of both U.S. and 
British underwriters. The British provide 
casualty insurance on many U.S. planes 
operating over domestic routes, and their 
profits are threatened by recent accidents. 

Fires have been occurring at a greatly 
increased rate. In the U.S. during the 
first five months of 1947, losses were up 
26 per cent over the like period in 1946. 

Pilferage from cargoes in world trade 

has reached unprecedented proportions, 
with losses 10 times the prewar average. 
Insurance rates have been raised and 
coverage restricted, but losses for the 
underwriters still are heavy. 
@ The boom’s duration, meanwhile, is 
the big question mark for the insurance 
industry, with U.S. underwriters the 
most concerned. 

The reason for concern of U.S. com- 
panies is that the supply of dollars is 
being exhausted rapidly overseas, With- 
out dollars, those insured in other coun- 
tries cannot pay premiums in U.S. cur- 
rency. And when that situation arises, 
the overseas market for insurance will 
cease to be attractive for U. S. companies 
under present conditions. 

A dominant position U.S. firms cur- 
rently are enjoying in the world market 
for insurance, therefore, appears none too 
secure. If U.S. underwriters are to hold 
on to their extensive .gains since the 
war, their clients must be able to pay 
premiums, but the clients are finding it 
increasingly difficult to pay with dollars. 

Should this dollar famine become more 
acute, the boom will be over for U.S. 
underwriters, leaving the way uncontested 
for firms from Britain and other countries 
to move in and take over the business 
U.S. companies may have to relinquish. 





Oo OO wt oe tee om 


- 














Oo. OO wt oe te -— Ar 


- 


— 








| 
— 
| 
! 


Business is moving to4€ 





PAUL AND SAMUEL HELLER... Warsaw to Vancouver 


With a world of timber from 
which to choose, ambitious, visi- 
onary Samuel Heller and brother 
Paul have hung out their shingle 
in British Columbia at Pacific 
Pine Company. Members of a 
noted European lumber family, 
Heller brothers picked British 
Columbia because of its incom- 
parable stands of sky-scraping 
Douglas Fir, its huge, fat, shingle- 
producing Cedars, its never-end- 
ing acres of untouched Spruce, 
Hemlock, Pine and Birch. Heller 
brothers were influenced also by 
a climate where outdoor opera- 








tions are conducted twelve months 


of the year—by a demanding 
foreign market as well as a 
record home market. A market 
is ready for every sliver of lumber 
to be produced here for years. 
British Columbia’s salt-chucks 
are busy with booms of raw logs 
awaiting fabrication into manu- 
factured wood products. British 
Columbia timber provides busi- 
ness opportunities for North 
American manufacturing genius. 


Join the shift of industry, 
capital and manpower Westward. 


There’s a future for you in 
British Columbia. 











TIMBER IS 
ONE REASON WHY 


Timber is the backbone of 
British Columbia’s great 
industrial expansion. 


If your business is tied around 
building and construction ... if 
you are concerned with the manu- 
facture of w products—furni- 
ture, wooden toys, boats, ply wood 
for station wagons or aeroplanes, 
box shooks, interior finishing, 
plastics, novelties, pulp and paper 

roducts, locate in British 

lumbia where raw materials 
abound in unlimited quantities. 


You can log stimulating profits 
on this Pacific Coast booming 
ground. All facilities here are 
highly developed to speed up 
every operation from forest. to 
finished article. 


Vast reserves of raw material, 
cheap hydroelectric power on 
Pacific tidewater, skilled man- 
power, adequate road, rail and 
water transportation, uncrowded 
factory sites and a rapidly ex- 
panding market make British 
Columbia a must for the man, or 
the firm, looking toward a success- 
ful future. 


Fill in coupon for detailed 
information. 


atlas). ky Ie 


B.C. Electric, bag 
Industrial Development Division, 

| 600 Granville Street, { 
Vancouver, B.C. 


| Please send information on British 
Columbia to: 


| NAME : 
| ADDRESS... 














HOW STRONG ARE THE TIES? 


Voting strength of Communists in Europe, shown 


as a percentage of total ballots, either in last 


; 


elections or according to available estimates 
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parties are a factor in the domestic politics of nearly slavia and Albania operate under one-party systems like that in 
nations. With rare exceptions, these parties have fol- Russia. Governments in Romania, Bulgaria and Poland are nominal 
‘iet line. Now that Russia has turned down the Mar- coalitions under Communist domination. Poland’s 80 per cent in- 
vernments co-operating in the plan are worried about cludes all groups that were squeezed into the Government bloc, but 
nist minorities at home. Will these groups oppose an the Socialist Party there, although in the bloc, still retains some 

for Europe and seek to obstruct it? independence. In Hungary's coalition Government, the Small Land- 
graph shows the voting strength of Communist parties holders Party has not yet been squeezed into the Soviet mold. The 
countries. The large percentages in France and Italy Czechoslovak Government has up to now succeeded in straddling 
lifficulties of the present governments in those two the gulf between East and West. 

the Scandinavian area, direct pressure from Russia is A Russian decision to make an all-out effort to wreck the Marshall 
yr than local Communist strength. In Eastern Europe, Plan would rally the services of Communists and their allies in many 
rty strength often are lacking or meaningless. Yugo- countries. 














Report on Russia 


LIFE BEHIND SOVIET UNION’S 





Faith of the people in the country’s future 
despite shortages of clothing, shelter and 
food and fear of ‘capitalist encirclement’ 


‘CURTAIN’ 


Does the Russian man in the 
street expect war? 

The possibility of war is the major 
insecurity in the mind of the average 
Russian today. Russians are deluged by 
their newspapers with the idea that 
their country is surrounded by hostile 








(People throughout the world have people still seem to regard Americans “capitalist” nations that are seeking to } 1 
many questions in their minds about mor as their wartime Allies than as_ jsolate the Soviet Union and impose @¢ 
the Russians, what they think, how potential antagonists. their own kind of peace on Europe. te 
they live. WORLD REPORT'S Siaff They fear attack. 
Correspondent Robert Kleiman spent Are Soviet officials accessible to jo 
10 weeks in the Soviet Union. Most of Soviet citizens? Does the average Russian fear ; 
his time was spent in Moscow, but he Local officials seem to be. The Mayor the atomic bomb? id 
also visited Leningrad, Stalingrad and _ of Stalingrad told me that he spent most Russians have read much less than ire 
several farms and villages in the Mos- of his day receiving residents of the other people about the devastating ef-  gri 
cow area. The editors of WORLD RE- city. fect of the atomic bomb and so are less_ he 
PORT have drawn up a list of questions Complaints to the National Govern- impressed with its potency. Having fit 
about the Russian people and have ment usually are routed up through lo- turned back Nazi Germany, they feel te 
asked Kleiman to give his impressions, cal officials, or Communist Party and _ that their Soviet system is indestructible, jan 
based on conversations with individual  trade-union organizations. Members of atomic bombs or not. They think that } | 
Russians. His answers follow): the Supreme. Soviet, Russia’s parlia- the U.S. is trying to intimidate Russia 

: : ment, also do some lobbying for local with what the Soviet press calls “atomic fh 
Are Russians willing to talk to an interests. Each Soviet Republic, or state, diplomacy,’ and they applaud their fe: 

American correspondent? maintains a staff in Moscow for the Government’s announced determination Jo 

Russians are as curious about the same purpose. not to be intimidated. ( 
United States as Americans are about President Mikhail Kalinin, who died A current hit show in Moscow, called je 
Russia. It is more difficult to keep from last year, used to receive more than 50 “The Eleven Unknown,” which deals | 
being interviewed, once you begin talk- workers and peasants daily and answer with a Soviet football team’s visit to ho 


ing with a Russian, than it is to meet 
Soviet citizens in the first place. 

The Russian Government believes 
that most visitors from abroad are hos- 
tile to the Soviet system, if not potential 
spies. Knowing this, most officials, Com- 
munist Party members and other politi- 
cally “sophisticated” Russians avoid 
outsiders. But a number of Soviet news- 
papermen, actors, professors and sci- 
entists disregard this because of curi- 
osity, friendliness, or a desire to correct 
“misconceptions about Russia. 

A schoolteacher with whom | struck 
up a conversation in Moscow's “auto- 
mat” restaurant made this reply when 
asked whether he was embarrassed to 
be seen with an American: “Why should 
I? There’s no law against it. Only fools 
are afraid to talk with foreigners.” 


What about ordinary Russians? 
Ordinary Russians, particularly out- 
side Moscow, seem to be unaware or 
unconcerned about their Government's 
attitude. The Government’s attitude 
has changed since the war, and the 
people evidently have not yet caught 
up. Workers, farmers, housewives, sol- 
diers, schoolteachers and most young 


80,000 letters a year. None of the other 
members of the Politburo seems to 
have taken over this function since 
Kalinin’s death. 


Are Soviet officials accessible to 
Russian newspapermen and to 
visiting correspondents? 

Major Moscow newspapers have large 
staffs of reporters who “cover” Govern- 
ment departments. They interview top 
officials and occasionally Cabinet mem- 
bers. 

Correspondents from other countries 
rarely see Soviet officials, even minor 
ones. Press conferences are equally rare. 
The Soviet press is the correspondents’ 
main source of information. 


Are Russians critical of their 
Government? 


I never heard a Russian criticize basic 
governmental policies, top officials, or 
the Soviet system. Complaints about 
current hardships, relating to food, 


housing and clothing shortages, are. 


made openly. But it is always the war 
that is blamed, and Russians usually 
say that they were beginning to know 


England, contains this skit: 


ee 





a good life before Hitler’s attack. MOSCOW'S NEW DAWN ON }!l 
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A British football player sips a drink 
t a bar and falls off his seat. A Soviet 
tball player downs two of the po- 
nt concoctions in rapid succession 
hile the audience laughs and the bar- 
nder looks on open-mouthed. The 
jussian inquires about the bartender’s 
azement and is told that he has just 
unk two “atomic cocktails.” Waving 
i hand, the Soviet player replies: 
“Nichevo. It doesn’t scare us.” 
The laughter and applause from the 
dience stopped the show for five min- 
tes when I saw it. 





low do the Russians live now 
| @s compared with prewar? 

| All Russians live poorly compared to 
jrewar. Top officials, factory managers, 
Writers, professors, actors and other 
hembers of the highest-income groups, 
vith few exceptions, live about as 
vell as a $3,500-a-year 
pmily. 

Lower-income groups feel the pinch 
if last years poor harvest much more. 
Fhe food situation is worse than last 
ear, though better than during the war. 
lousing is badly overcrowded. Clothing 
nd consumer goods are short, but they 
e becoming available in sufficient 
antity now to keep store shelves 
ocked. It will be 1950 or 1951 before 
ewar living standards are regained. 


American 








E DAY: The good life 


Wages are almost double the prewar 
level, but prices are still higher. 


Since prices of rationed goods 
have risen higher than wages, 
how does a Soviet worker 
make ends meet? 

Many Russians have had to pull in 
their belts a notch this year. Others 
have taken auxiliary jobs: A carpenter 
or a plumber, for example, can double 
his income by doing odd jobs for his 
neighbors. Hundreds of thousands of 
housewives have gone to work. 

Most Russian workers get their main 
meal ot the day at the factory at low 
cost. They sell part of their rationed 
food on the open market at prices three 
to six times cost, and buy less expensive 
unrationed food and consumer goods 
with the proceeds. Some are liquidating 
savings piled up during the war. Others 
are selling clothing, antiques, books and 
other personal possessions. 

Some of these transactions border on 
illegality, for profiteering and specula- 
tion are criminal offenses. But almost 
all Russians engage in some sort of pri- 
vate trading, and the police usually look 
the other way. 


What about malnutrition? 
Virtually all Russians would like more 
to eat. But except for an occasional beg- 





—Sovfote 
never came, but Russians still hope in the future 


gar on the steps of a church, all the 
Russians one sees appear healthy. How 
they do it on a diet largely made up of 
black bread is incomprehensible to the 
visitor from abroad. One answer is that 
the rationing system is highly effective, 
and almost all Russians get at least the 
minimum food required for subsistence. 
Heavy workers get larger rations. 


Can Russian workers change 
their jobs? 

Quite a few do. There is a good deal 
of movement about the country and la- 
bor turnover in industry and farming. 
Wartime legislation freezing workers 
on their jobs is still on the books. But 
administrative regulations evidently 
have relaxed this ruling in some in- 
dustries. White-collar workers are being 
urged to take industrial jobs. 


Can Russians travel about their 
country? 

Desire to travel exceeds availability 
of transportation. Trains, busses, planes 
and river steamers are always jammed. 

Wartime legislation restricting travel 
has been repealed. But travel agencies 
informally give priority to people with 
documents showing legitimate reasons 
for travel, such as a change of job, a 
visit to a relative or a reservation at a 
vacation resort. Others have difficulty 
purchasing tickets, but can do so. Court 
cases show that there is a good deal of 
travel by speculators conducting illegal 
private trade. These people move back 
and forth between low and high-price 
areas with small loads of goods. 


Does a Soviet citizen have hope 
in the future? 

Many Russians are feeling a postwar 
letdown, intensified by the food strin- 
gency, which came just as they were 
expecting a better life. But rapid re- 
construction of devastated areas and the 
increasing flow of consumer goods give 
them a feeling of progress. 

Russians express firm belief in the, 
Soviet system. They are conscious of 
the vastness of their country, of its lim- 
itless potentialities. There is a feeling 
in the air of vitality, purpose and day- 
to-day progress that seems to override 
concern about present hardships 

“Once reconstruction is completed,” a 
Soviet newspaperman told me, “we will 
stride forward into a boundless future, 
foamy... <. 

“If what?” I asked. 

“If only there is peace.” 
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LOWER COST OF U.S. SOAP: 





TROUBLE IN PHILIPPINES 





Drop in copra price, resulting from surplus 
market, as menace to recovery of Islands, 
but boon to housewife in cutting expenses 


Lower prices for soap are ahead. Coco- 
nut oil, one of the main ingredients of 
most soaps, is becoming cheaper. 

This price trend now is giving serious 
concern to the new Philippine Republic, 
source of most of the world’s copra from 
which coconut oil is crushed. The big 
cash crop of copra accounts for three 
fourths of the Republic’s total exports. 

Copra exports still are profitable, but 
there is real trouble for the Filipinos 
implicit in weakening prices. While earn- 
ings of the Filipinos from their main 
export drop, prices for most of their im- 
ports remain high. Unless copra prices 
stiffen, the result may be to squeeze the 
Philippines in the midst of their recovery 
from war. 

@ Exports of copra from the Philippines 

have risen by leaps and bounds, as the 
chart illustrates. Small damage was done 
by the fighting to the coconut groves 
abounding in every province of the new 
nation. 

Early difficulty was in transporting the 
copra from remote sections to the main 
shipping points. U.S. Army trucks and 
U.S. Navy landing craft have been used 
widely for land and inter-island trans- 
port. 

Clearing the harbors, particularly Ma- 
nila, has been slow .work. Even now, 
sunken ships menace navigation. 

Warehouses were bombed or burned 
out. 

Crushing plants were destroyed and 
rebuilding is slow. As a result, most of 
the copra now is shipped to the U.S. and 
other places for crushing. 

Progress in overcoming these difficul- 
ties has been rapid, however. Exports, 
which in 1945 totaled only 6,000 long 
tons, rose to 594,000 tons in 1946, slightly 
surpassing the prewar average. And this 
year, a new record of 900,000 tons is in 
sight, unless prices drop too far. _ 

Other crops, such as Manila fiber, 
sugar and rice, are making a much 
slower comeback. Restoration of the gold 
and chrome mines also is slow. Copra 
exports thus have been carrying the 
burden put on the young Philippine Re- 


public by the creeping recovery of its 
other major industries. 

@ Prices have been a major factor in the 
upsweep of copra production and ex- 
ports. Last autumn, the Filipinos were 
getting $103 a ton for their copra. But 
by early spring, the price had more than 
doubled to around $254 a ton. 

At such prices, growers sent every 
coconut they could gather to market. 
Others went into the jungles to find and 
strip wild coconut palms. 

But the heavy shipments of copra 
from the Philippines soon began to glut 
the market. 

U.S. soap makers found themselves 
with big inventories. | 

Users in other countries were given 
pause by the high prices. 

The crack came in April. By late June, 
copra prices in Manila were down to 
$140 a ton. Coconut oil prices in the 
U.S. were sliced in half between March 
and late June. | 

Customers still are skittish about buy- 
ing copra. They reason that the bottom 
may not yet have been reached. 

But the soap industry in U.S. even- 
tually must buy more copra. Also, confec- 
tioners, bakers and margarine makers are 
interested in coconut meat and oil. 

New factor in the U.S. is the appear- 

ance and growing use of synthetic 
detergents, made chiefly from petroleum 
products. Big soap manufacturers are 
plugging sales of these. It still is too early 
to tell what effect on use of coconut oil 
the new detergents will have. 
@ International allocation of copra is 
producing problems. The International 
Emergency Food Council allocates all 
Philippine exports of copra to member 
countries. At times this year, allocations 
have lagged behind available supplies. 

The U.S. has kept fairly well up to 
its allocation in buying. But other coun- 
tries have hung back. They are guaran- 
teed certain quantities of copra and ap- 
parently are waiting for lower prices. 
The shortage of fats and oils in the world 
is acute, but the shortage of cash is even 
more acute. 
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The result is that the Philippines now 
want to withdraw from international al- 
location of copra. If countries are not 
sure of their supplies, they will buy what 
they can when they can. The Filipinos 
believe that copra prices would be higher 
in such a free market, in which all 
countries could buy whether or not they 
are members of the IEFC. 

But withdrawal of Philippine copra 


from IEFC allocation might produce un- ~ 


welcome repercussions. For example, it 
might influence the amount of rice, wheat 
or fertilizer the Philippines are to re- 
ceive. Each of these products is also 
under IEFC control. 

@ Current fear of the Filipinos is that 
copra prices will not keep up with prices 
of goods they must import. Most of what 
they buy comes from the U. S. and prices 
of U.S. merchandise are staying high. 

Wages paid to coconut pickers, huskers 
and processors are high. Cuts in wages, 
which might be forced by lower prices, 
would be difficult to make. 

One third of the Philippine nation is 
directly or indirectly dependent on the 
copra trade. And three out of every four 
dollars the Philippines earn from exports 
come from copra. 

So, copra prices loom big in the 
Philippine economy right now. 

@ U.S. aid to the Philippines would be- 

come increasingly important if copra 
prices dropped below the break-even 
point. The U.S. already has pledged 
$700,000,000 in aid to the Philippine 
Republic. The largest item in this pro- 
gram is the $400,000,000 expected to 
be paid out for war claims. 

In addition, the U.S. still is financing 
the back pay, veterans benefits, death 
benefits and life-insurance benefits of 
large numbers of Filipinos who served 
either in the U.S. or Philippine Army. 
Such payments involve hundreds of mil- 
lions of dollars. 

Pumping of huge sums of U.S. money 
into the Philippines already has brought 
about a rapid recovery. This, together 
with high copra prices, has resulted prac- 
tically in boom conditions. 

Basically, economic fair weather in 

the Philippines for the next year depends 
largely on copra prices and U.S. aid. 
If copra prices strengthen or even level 
off, U. S. assistance can taper off without 
ill effects. If copra prices weaken further, 
the Filipinos will become increasingly 
dependent on U. S. aid and may have to 
restrict imports. 
@ Long-term prospects point to lower 
copra prices, as exports from the East 
Indies climb back to normal. But, by that 
time, the Filipinos hope their exports of 
sugar, Manila fiber and minerals will be 
restored and their dependence on copra 
will be lessened. 

Meanwhile, world consumers of coco- 
nut oil are benefiting from increased 
supplies and lower prices, owing to 
record shipments of Philippine copra. 








BUSINESS IN MOTION 





To ar Colleagues on American Paadeein.3 


There is so much emphasis on science 


. today that there seems to be a ten- 


dency to forget the importance of the 
good old method of trial and error ap- 
plied to the solutions of problems. 
After all, practical men in all kinds of 
businesses have a great deal of knowl- 
edge, and quite often intelligent ex- 
perimentation based upon experience 
will produce the desired results. But 
there are at least two occasions on 
which the wise practical man turns to 
science. One is when time, money and 
materials are lacking for experiments, 
and the other is when the best rule-of- 
thumb methods have failed. 
A recent case in- 


vibration is but one of many factors 
that can affect the length of service of 
condenser tubes, but in this case it was 
evident that it was the most. impor- 
tant, being responsible for the greatly 
accelerated rate of corrosion. 

Putting the palm of the hand on 
that condenser, the good old method 
of testing for vibration, proved noth- 
ing, because nothing could be felt. It 
took a well-equipped laboratory many 
miles distant to discover that the tubes 
in that condenser vibrated. That the 
diagnosis was correct was proved by 
the fact that after changes were made 
to reduce the vibration that only the 
tubes could feel, 





volving condenser 
tubes illustrates the 
great value of col- 
laboration between 
science and industry 
when industry is 
really baffled. There 
was a certain con- 
denser in which tubes 
were failing much 
too quickly. Every- 
thing that an unus- 
ually skillful and 








tube life became 
normal. 

Revere is always 
glad to do work of 
this kind. It is part 
of our obligation to 
customers and in- 
deed to industry as a 
whole, since our col- 
laboration is offered 
to all users of non- 
ferrous metals. This 
policy is by no means 








competent plant su- 

perintendent could think of was tried, 
without result. Finally, samples cut 
from failed tubes were sent to the 
Revere Research Laboratory. There, 
chemical and microscopic investiga- 
tions showed that while failure was 
due to corrosion, there was another 
factor, vibration. It is known today 
that vibration in a condenser produces 
cracks across the grains of the metal, 
not only weakening it but also afford- 
ing more points for corrosive fluids to 
attack. Vibration also disturbs or dis- 
rupts the thin film on the surface of 
the metal that protects it and helps 
reduce the rate of corrosion. Of course 


unique with us. Pro- 
ducers of materials in every industry 
maintain laboratories and staff them 
with scientists, technicians and engi- 
neers. No matter what kind of ma- 
terials or machines you buy, remember 
that the manufacturers of them will 
take a lively and skilled interest in any 
problems encountered in their use. I 
suggest that you need not and indeed 
should not hesitate to seek scientific 
help from your industry’s suppliers, 
because they know so much about 
their materials and are as interested as 
you are in seeing that they are cor- 
rectly used and give satisfactory, eco- 
nomical results. 
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Chairman of the Board 


REVERE COPPER AND BRASS INCORPORATED 
Folsinded by Paul Revere in 1801 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 
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THE PAN-AMERICAN HIGHWAY: 
GROWING POLITICAL ISSUE 


Prospect that U.S. Congress will vote funds 
needed to complete all-weather road by 1951 
in order to strengthen Hemisphere security 


Financing of the Inter-American High- 
way through Central America is shaping 
up as an issue for the next session of the 
U. S. Congress. The issue will arise when 
a request of the Public Roads Adminis- 
tration for funds comes up for action. 

The size of the appropriation made by 
Congress, and the restrictions placed 
upon its use, are likely to determine 
whether a paved road linking the U.S. 
with the Panama Canal will be ready for 
use in 1951, as now planned. 

@ Present status of the Inter-American 
Highway is this: 

A paved road extends along about half 
the 3,270-mile route that stretches from 
Laredo, Tex., to the Panama Canal. A 
large part of the pavement is in Mexico. 

All-weather surfacing of gravel or 
crushed rock is in place on nearly a third 
of the route. 

A dirt road, usable only in dry 
weather, covers another 11 per cent of 
the distance. 

No road exists on the remaining 9 per 
cent. In Southern Mexico, Northern 
Guatemala, Costa Rica and Western 
Panama there are stretches of mountains 
and jungle that block the passage of 
wheeled vehicles. 

@ Finishing Mexico's portion of the road 
presents no appropriation problem to the 








U.S. Mexico is paying all construction 
costs on the 1,629 miles of the road lying 
within her borders. ‘ 

Mexico’s construction schedule, which 

has been maintained punctually so far, 
calls for completion of the road to the 
Guatemalan border in 1950. 
@ In Central America, the U.S. has 
spent about seventy million dollars on 
the road so far and has about $6,500,000 
still available. Expenditures of the six 
countries through which the road passes 
probably amount to about two thirds 
as much as the total put out by the 
United States. 

Cost of finishing a paved road from the 
northern boundary of Guatemala to the 
Panama Canal is estimated at $77,000,- 
000, present prices being used as a basis. 
The U.S. would furnish sixty million 
dollars of this amount. Local countries 
would provide the rest. 

If these funds are made available as 
they are needed, it is estimated that the 
job, including side roads to Tegucigalpa 
in Honduras and Rama in Nicaragua 
could be finished in 1951. 

Without more funds from the U.S., 
considerable work still would be done. 
By some time in 1950, it probably would 
be possible to drive on an all-weather 
road as far south as the northern boundary 
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of Costa Rica. But there the road would 
stop. 

@ Congress is touchy about the Central 
American project because of a critical 
report just issued by the Senate Commit- 
tee Investigating the National Defense 
Program. 

Main target of the report is the War 
Department, which in 1542 moved in on 
the partly finished project and tried to 
rush it to completion for military pur- 
poses. The Committee charges that much 
of the thirty-six million doliars that Army 
engineers spent on the road in the follow- 
ing 20 months was wasted. 

Public Roads Administration, which 
has been in full charge except during the 
time when Army engineers were in the 
picture, has been criticized by the Com- 
mittee mainly because the cost of its 
work exceeded its estimates. 

The U.S. State Department has re- 

ceived the Committee’s censure mainly 
because it did not obtain agreements 
from the local governments covering 
maintenance and use of the road after 
completion. Exception also has been 
taken to the adding of unnecessary miles 
to the road in Nicaragua at the insist- 
ence of Anastasio Somoza, when he was 
President. 
@ A determined attempt will be made 
by the Truman Administration to get 
funds that will assure work at a rapid 
rate. The Administration maintains that 
the U.S., under commitments to the 
Central-American countries, is obligated 
to finish the job. It also takes the position 
that the road is needed for military and 
economic reasons. 

The U.S. Congress is to repeat the 
Senate Committee's criticisms when it 
receives the request for funds. It is likely 
to insist on treaties guaranteeing mainte- 
nance and free access. But, in the end, 
it is expected to make money available 
for the project. 
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Anniversary of the U.S.=British loan finds 60 per cent of it already used. 

Withdrawals of $1,600,000,000 during 1947 have been far larger than needed 
to cover Britain's trade deficit with the U.S. and now may slow down somewhat. 

Britain has been building up her dollar supplies in this way to meet pos- 
Sible demands of both short- and long-term creditors upon her. 

Since July 15, anyone selling goods or services to Britain has been able to 
request payment in sterling that can be spent anywhere. There are no more re- 
Strictions on spending of sterling arising out of current trade. Previously, 
certain countries were able to spend their sterling only in the Sterling Area. 

Making sterling convertible means, essentially, that Britain must be able 
to supply dollars to creditors wanting them. Most countries need dollars more 
than any other currency. So, Britain has been piling up dollars--just in case. 

Actually, the hope is that not too many dollars will be needed. The British 
Empire and the Dominions are not expected to press the mother country at this 
critical time by excessive demands for dollars. 

Most other countries, such as the Netherlands and Argentina, previously 
were able to convert their sterling earnings. Their situation is unchanged. 

A few countries, such as Chile, Peru and Finland, having favorable balances 
of trade with Britain, now may call on her for dollars instead of sterling. 

Total direct drain on Britain because of broadened convertibility has been 
estimated at around $200,000,000, if things go well for Britain. 





























Indirect effects of convertibility on Britain may be more serious..... 

In the past many countries preferred to use their inconvertible sterling 
where it could be used--in Britain--rather than to let it lie idle. This had 
the effect of stimulating British exports. 

Now, British exporters will not get this benefit, must compete with all 
comers. That means delivery dates, appearance of products, quality of products 
will once more determine sales of British goods. 

That is the price Britain pays for restoring sterling's standing. 

The U.S. and Canada will be principal beneficiaries of any diversion of 
trade resulting from broadening of the convertibility of sterling. 











Long-term creditors also are hammering at Britain's dooreeceece 

Sterling balances, accumulated during and since the war by Britain's credi- 
tors, total some $15,000,000,000, largely lodged in London. 

Negotiations with these creditors have been going on for some time. Recent 
settlements have been made with Egypt, Norway and others. In each case, small 
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amounts of sterling have been made convertible and the rest refrozen. 

Creditors still to be satisfied include India, Iraq, Brazil, Uruguay, Pal- 
estine, Eire. India is owed nearly $5,000,000,000 but settlement will be delayed | 
until after the division of India. Who gets what in India will be a problem. 

All these countries want to be able to convert as many of these blocked 
pounds into dollars as possible. Britain, with a limited supply of dollars, 
must restrict this drain. The world shortage of dollars makes these negotia- 
tions difficult. Each side fights hard. Progress, thus, is slow. 

Meanwhile, sterling balances of these countries will remain inconvertible 
and their supply of dollars will not be expanded suddenly. 











Growing tightness in oil Supplies is in the cards..... 

The U.S. is consuming a larger and larger proportion of the world's oils; 
less is being left for others. Consequently, oil prices are stiffening. 

Before the war, the U.S. took 55 per cent of the world's oil. 

In 1946, the U.S. share rose to 65 per cent. 

This year, the U.S. slice may expand to around 70 per cent. 

The whole structure of the oil industry is altered as the U.S. moves over 
from a surplus producer to a net importer. 

This basic change is what really is behind the new export controls, set up 
in the U.S., on oil products. Exports to Russia are only a drop in the bucket. 
The Russian issue is camouflage. Real aim is to keep as much oil as possible 
for U.S. use. Military authorities are becoming concerned about oil supplies. 




















Changing pattern in oil shows up in various ways: 
U.S. industry presses for more production and refining at home. Bottlenecks 
right now are scattered strikes and steel Shortages. Steel lack hits production | 
of pipe, drilling and refinery equipment, and tank cars. Breaking these bottle- | 
necks will mean a little more oil, not much more. 
The Caribbean area is producing just about at capacity. Barring big strikes 
of oil in new fields, the limit seems in sight at least for the present. 
The Middle East remains the white hope. Production and refining activities 
there can be expanded tremendously. American companies are battling legal dif- 
ficulties and material shortages to increase output. It will be several years 
before the new pipe lines and other facilities can be completed. 
Threat that Middle East oil would not find a ready market has evaporated. | 
Standard Oil of New Jersey already is contracting for use of many tankers 
to carry Middle East oil to its Atlantic Coast refineries. 
Some of these contracts are being made with Panamanian corporations, will 
allow hiring of seamen at low Panamanian, instead of high U.S., rates. ' 
These tankers will carry refined products from the Caribbean area to Europe 
and return with crude oil from the Middle East for U.S. refining. ) 
socony-Vacuum, Texas, Gulf and other big U.S. companies also are exploring 
problems of refining and marketing Middle East oil on a big scale. 
Later on, European refineries, when rehabilitated, will cut in on the 
Middle East oil. This will reduce expensive crosshauling of oil. in the Atlantic. 
But chances are that the U.S. will be using increasing quantities of Middle 
East oil herself in the years to come. As this oil becomes more important to | 
the U.S., the lands producing it will have to be fitted more closely into the | 
over-all strategy of the U.S.--commercial, political and military. 
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THOREZ AND DI VITTORIO: 





HE COMMUNIST LEADERS of Western 
B gee would like to wreck the 
Marshall Plan if they could do so with- 
out committing political suicide. 

The danger to such Communist tactics 
now is that Europeans are not likely to 
give their votes freely to a party that 
turns down dollars essential to recovery, 
to jobs and food for the hungry and un- 
employed. 

This is the dilemma facing such men 
as Maurice Thorez, head of the French 
Communist Party, and Giuseppe di 
Vittorio, the boss of Italian labor unions. 
The decisions they make now may decide 
the tuture of communism in Western Eu- 
rope for years to come. 

Here are the Communist problems and 

the men who must meet them in two na- 
tions whose participation is essential to 
the success of any plan for Europe: 
@ Thorez of France is a Communist 
who came within a tew votes of becom- 
ing the Premier of the Fourth Republic. 
Now he is the leade: of one wing of the 
opposition to a Cabinet without Commu- 
wists. On the othe: wing is Gen. Charles 
de Gaulle, an anti-Communist waiting to 
profit by Thorez’ mistakes. 

At the moment, Thorez and his Com- 
munists are in retreat. Workers are refus- 
ing to pay dues to Communist labor 
leaders in some unions. Politicians are 
watching De Gaulle’s new party take in 
members who once followed Communists. 

The French need for dollars to finance 
a plan for recovery under which France 
already is showing progress is forcing 
Frenchmen to look to the United States, 
away trom the Communists and Russia. 
This is one side of the French problem. 

The French need for disciplined labor 
to get coal out of the mines and exports 
out of the tactories forces Frenchmen 
tc look to the Communists who control 
French labor unions. This is the other side 
ot the French problem. 

From liberation through a difficult 
period of elections, the Communists sat 
in the Cabinet with non-Communists and 
became the largest party in France. Non- 
Communists got $650,000,000 in new 
credits from the U.S. and a $250,000,- 
000 loan from the World Bank. Commu- 
nists persuaded French miners to beat 
prewar records in coal production. 

The break in this teamwork, never 
based on a secure foundation of mutual 
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understanding, now is dividing France. 
The rupture began in the spring over the 
need for dollars from the U. S. and need 
for anti-inflationary measures at home. 
To get dollars, non-Communists in the 
Government thought it wise to drop the 
Communists. To halt inflation, the Com- 
munists had to deny wage increases to 
striking workers if they remained in the 
Cabinet, thus threatening their hold on 
French labor. Thorez preferred to step 
into the opposition, out of the Cabinet. 
Just before U.S. Secretary of State 
George C. Marshall proposed that Euro- 
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peans get together on a plan for recovery, 
the French Cabinet seemed on the verge 
of collapse. Thorez was hoping to obtain 
a strong position in a new cabinet. 

As Britain and France took the initia- 
tive in conferring on the Marshall Plan, 
the Paris Cabinet strengthened. Thorez, 
robbed of a victory, was left on uncertain 
ground while his allies, the Russians, dis- 
cussed the Marshall Plan at Paris. 

Communist indecision on the Marshall 
Plan is cutting down the gains made by 
Thorez and his Party in recent months. 
Many Frenchmen followed the Commu- 
nists because they seemed sure of their 
position on each issue. The French Com- 
munist stand now is somewhat uncertain. 

At a Communist Party congress in 


Strasbourg, according to the Communist 
press, Thorez condemned the Marshal] 
Plan as a “Western trap.” The Russians, 
however, were not yet decided. That 
night Pravda, the Communist organ ip 
Moscow, discussed the Marshal] Plan, but 
did not reject it. Next morning in Stras 
bourg, Thorez denied condemning the 
Marshall Plan and said the Communist 
press service was in error. 

Nuisance tactics are being utilized by 
Thorez as the best means of worrying 
the Cabinet and undermining the Mar 
shall Plan. 

Publicly, Thorez is saying that the 
French “are ready to accept help from all 
our allies, provided our national] inde- 
pendence is safeguarded.” At the same 
time, he is warning Frenchmen that the 
Marshall Plan will strengthen Germany, 
thus endangering France’s future. 

Privately, Thorez also is saying that his 
Communists are not going to permit other 
parties to win over French workers by 
supporting strikes. In othe: words the 
Communists from now on are going tu try 
to be the first party to support strikes that 
rise from the ranks despite the orders ot 
union leadership. 

The threat which the Communists are 
holding for an emergency is the fact that 
Thorez and his aides can call strikes that 
would wreck French economy, thus 
wrecking the Marshal] Plan. 

The danger to Communists in such 
tactics, however, is that they might also 
wreck themselves. Many Frenchmen have 
voted Communist so far because the 
Communists were following a policy of 
national] recovery; many Frenchmen now 
are deserting the Communists because 
they believe the Communist policy is im- 
peding national recovery. 

Hope of delay in the tormation and 
execution of the Marshall Plan for Euro- 
pean recovery is keeping French Com. 
munists cheerful through the current 
decline of their prestige and power. 

Should the Western European coun- 
tries delay too long in agreeing on a 
recovery plan for Europe; should the 
United States bicker with Europeans tov 
long over the value of such a plan or 
should the U.S. Congress retuse to pay 
the dollar needs of the plan fo: recovery, 
the French Communists look forward to a 
boom in membership that may take them 
to control of the Government. 

For the present, however, lhorez is 
prepared to see things get worse for his 
Party before they get better. This is noth 
ing new to Thorez. 

@ The background which Thorez bring; 
to his job has prepared him to accept 
political reverses and press on for a come 
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back. Grandson and son of miners, Thorez 
himself entered the mines as a pit boy at 
the age of 12. In his teens, Thorez became 
a Communist organizer; at 24, he was a 
member of the Communist Central Com- 
mittee for France. Since 1930, he has 
been the leader of all French Communists. 

At the beginning of World War II, 
when the Nazis had a pact with the Soviet 
Union, Thorez vanished from the French 
Army and was deprived of French citi- 
zenship by a court-martial for desertion. 
At the war’s end, General De Gaulle was 
persuaded by the Communists, active 
fighters in the French underground, to 
grant amnesty to Thorez and permit him 
to return to France from Russia. 

The Party Thorez led emerged strong 
and healthy from the war. Communist 
overconfidence, however, cost him the 
Premiership. Premature chants of “Thorez 
to power!” by Communist demonstrators 
led many Frenchmen to vote anti-Com- 
munist. 

Thorez has few hopes of taking his 
Party back into the French Government 
in the near future. Instead, he is to con- 
centrate on fighting U.S. influence in 
Western Europe. In this task, he is to 
have the help of Communist leaders out- 
side France, but many of these are faced 
with problems similar to Thorez’ own. 
@ Di Vittorio of Italy is not the boss of 
the Italian Communist Party, which is led 
by Palmiro Togliatti. Giuseppe di Vit- 
torio (ju-sep-ee dee vee-tore-ree-o) is the 
Secretary-General of the General Confed- 
eration of Italian Labor. Recent develop- 
ments in Italy, however, have made Di 
Vittorio, not Togliatti, the Communist 
best equipped to seize power in the 
peninsula, 

Like most Communists, Di Vittorio and 
Togliatti are friends, Di Vittorio is power- 
ful because he has just won almost dic- 
tatorial powers over 6,000,000 Italian 
workers at the very moment when Togli- 
atti and his Communists are excluded 
from the Italian Cabinet. 

This means that the Communists have 
more real power within Italy now than 
they had in the spring when they formed 
a part of the Government. The Com- 
munists would like to use this power to 
wreck the Marshall Plan for Europe, but, 
like the French Communists, they do not 
want to scuttle Italian communism at the 
same time. 

The ace now held by Moscow’s allies 
in Italy is the threat of nation-wide strikes 
which, at their extreme, could paralyze 
the nation, force the resignation of the 
Cabinet and draw Italy into the bloc of 
nations under Moscow’s influence. 

A few months ago, the Communists 
were in no position to call for such a 
strike. They were strong within the 57 
unions of Italian workers, but not as 
strong as the Socialists. Di Vittorio was 
one of three general secretaries of the 
Confederation. Of the others, one was a 
Socialist, one a Christian Democrat. 
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The powers now in Di Vittorio’s hands 
are the result of a split in the Socialist 
Party. Some Socialists are pledged to 
close co-operation with the Communists. 
Others prefer an independent policy. 
Communist organizers are profiting by 
the division. 

This spring, elections in the labor 
unions gave Communist candidates a total 
of 2,612,727 votes out of 4,568,881 votes 
cast. In addition, Socialist candidates 
who favored co-operation with the Com- 
munists got 1,037,866 votes while the 
anti-Communist Socialists together with 
all other non-Communist candidates 
polled only 928,288 votes. 

The meaning of this Communist vic- 
tory was not immediately apparent. In 
June, however, while anti-Communists 
praised Premier Alcide de Gasperi for 
keeping the Communists out of his Cabi- 
net, Di Vittorio quietly took over com- 
plete control of the Confederation. 

As a result of the voting at the June 
congress of the Confederation, the Com- 
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His formula: ‘‘Soak the rich’’ 


munists under Di Vittorio hold 38 mem- 
bers of the steering committee of the 
Confederation while 20 of the remaining 
37 members are Socialists pledged to co- 
operate with the Communists. The con- 
gress also elected Di Vittorio the only 
“responsible General-Secretary” of the 
Confederation. 

@ The game in which Di Vittorio now 
is a major player involves far more than 


control of an Italian Government. Italy - 


is perched precariously on the edge of 
Soviet Russia's zone of influence and is 
the logical place for Moscow’s next move 
in westward expansion. Italy also is close 
to bankruptcy and inflation, a logical 
applicant for dollar loans and credits from 
the United States. 

As a result, Premier De Gasperi, a 
Christian Democrat, is trying to get U. S. 


dollars with a Cabinet from which both 
the Communists and their Socialist allies 
are excluded. This Government has the 
open support of the Catholic Church, but 
the labor unions, fearing that reactionary 
parties may gain control of the Cabinet, 
are opposing De Gasperi's rule. 

In an interview with World Report 
staff correspondent John W. Mowinckel 
in Rome, Di Vittorio says that he can 
isolate any one city or sector _in Italy 
within 24 hours by calling for strikes. He 
insists, however, that “the workers will 
fight for their rights in a legal manner.” 

Di Vittorio wants better salaries for 
state employes whom he is trying to draw 
into his unions. His formula: “Soak the 
rich.” 

“The Government can get the money 

from the rich if they will,” Di Vittorio has 
said. “Private fortunes in Italy are large, 
even by American standards, but there 
are 2,300,000 unemployed of whom only 
500,000 get Government relief. They 
should get more.” 
@ The risks involved in revolutionary 
strikes are fully appreciated by Di Vit- 
torio. At his insistence, the congress of 
the Confederation has adopted a resolu- 
tion authorizing the unions to strike for 
political reasons, but Di Vittorio has so 
far counseled moderation. 

American dollars now earmarked for 
relief in Italy, totaling about $100,000,- 
000, might be held up in the event of 
widespread strikes. The Communists, 
who are hoping for big gains in votes at 
elections next spring, do not want to be 
blamed for delaying relief. 

In addition, Di. Vittorio is aware that 

strikes which would be easy to start might 
be difficult to stop and, in the end, might 
benefit anti-Communists. 
@ The player who is holding the Com- 
munists best cards in the contest for Italy 
is a peasants’ son from Southern Italy 
who started his career as a Socialist 
organizer among the field workers. 

When the Fascists took power in 1922, 
Di Vittorio fled to France with his son, 
Vindice. After 17 years of anti-Fascist 
activity in France, Di Vittorio joined the 
Communist-led International Brigade 
which fought for the Republic in the 
Spanish Civil War. Defeat of the Re- 
public in Spain sent him back to France. 

After 1940, Di Vittorio was active in 
the French underground. He went to Italy 
in 1943 where he organized industrial 
workers of the North in underground ac- 
tivity against the Germans. At the war’s 
end, he emerged as the Communist 
leader of Italian labor. 

Di Vittorio’s followers, Communists 
and left-wing Socialists, say he is a patri- 
otic Italian who will not use his power 
to wreck Italy’s hope of recovery. Anti- 
Communists call Di Vittorio “Moscow’s 
land mine in Italy;” they say he will fol- 
low Moscow’s orders. At present he is 
waiting, building up his labor unions, 
watching a non-Communist Cabinet. 
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Moscow’s lady barbers rely upon tips, 


despite Soviet ban on 


MOSCOW 
Bhim “EVIL of tipping is one capitalistic 
practice that has not been entirely 
eliminated in communistic Soviet Russia. 
Barbers, hotel porters, waiters and many 
others who give customers or clients per- 
sonal service in Moscow expect and get 
liberal ruble tips. 

Theoretically, tipping is illegal in the 
Soviet Union, but it is done on such a 
wide scale that “the law” rarely cracks 
down on the practice. 

An average barber, for instance, can 
double or quadruple her or his wages in 
tips by handling a customer quickly, by 
giving him a flattering haircut or a 
smooth shave with a well-honed razor, 
just as in San Francisco, Paducah or 
Omaha. 

There are three classifications, mostly 
women, in the shops operated by the city- 
controlled “Barber Trust.” They are rated 
according to their experience, skill and 
speed. 

The customer pays the same price for 
his haircut or shave regardless of which 
barber is “next,” but the more experi- 
enced barbers get a larger percentage of 
the fee. All wages are on a piecework 
basis as an incentive to hard work. 

Men and women in the top classifica- 





capitalistic habit 


tion get 43 kopeks out of every ruble 
(100 kopeks) they take in. Second-class 
barbers get 39 and third-class craftsmen 
33 kopeks out of every 100. All work an 
eight hour, six day week. Most shops are 
open from 7:30 a. m. until 11 p. m., with 
the barbers working in shifts. Each has a 
quota, those in the top classification, for 
instance, being expected to take in 85 
rubles a day. 

Top-skill barbers who meet their 
quotas earn more than 1,000 rubles 
monthly, which is one third higher than 
the country’s average wage in industry 
or Government service. Tips increase that 
considerably. 

Tips are usually liberal, compared to 
wages, because of the inflation of the 
ruble. Foreigners are expected to tip 10 
rubles for a two-ruble haircut. Not all 
Russians tip because many are unfamiliar 
with the custom and others—particularly 
members of the Communist Party—are 
politically and morally opposed to the 
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practice. But those who do, tip between 
five and 10 rubles for their haircut. 

If the barber exceeds the quota con- 
sistently, she (or he) may be honored 
with the title “Stakhanovite.” You'll re- 
member it was Stakhanov, a Russian 
worker, who inspired a cult of labor to 
speed up production. With that honor, 
the barber also gets extra ration orders 
for clothing, other consumer goods and 
cut rates for tickets to vacation resorts. 

My lady barber—who is typical of 
those in Moscow—qualified for her job by 
attending a barber school, operated by 
the city government, for six months. Tui- 
tion is free and the city pays a living 
allowance while the beginners are in 
training. Free haircuts are given by the 
neophyte barbers to anyone willing to 
take a chance. 

From the schools, in each of Moscow’s 
11 districts, the graduate barbers go to 
one of the 10’to 20 city-operated barber 
shops in each district. 

Tips are scarce in the outlying districts 
and suburbs and when barbers hear 
about the two to. five rubles that are 
passed out in downtown Moscow’s shops 
—that’s when the “capitalistic bug” bites 
them. R. K. . 


Argentina shows interest in atomic bomb, 
but Government is hush-hush about it all 


BUENOS AIRES 
IROSHIMA is a long way from Buenos 
Aires, 

Awareness of the atomic bomb is just 
beginning to seep into the consciousness 
of the Argentine with all the anticlimactic 
force of a delayed reaction explosion. 

Here in Argentina, people have gone 
through all the stages of emotion and re- 
action to “the bomb” experienced in other 
lands—only a bit later. First came the 
panicky feeling; the elation; the trite and 
cynical jokes; then just plain apathy. 

Every now and then portenos are 
rudely reminded that there was once a 
war in which an atomic bomb was 
dropped, and- that the major nations of 
the world—including their own—are 
working feverishly on atomic research. 

Father Hugo LaSalle, the head of the 
Jesuit mission who survived the atomiz- 
ing of Hiroshima, now is enjoying the 
peace and tranquility of Buenos Aires. 
In the local press, he has retold some of 
the Dantesque horror of that fateful Au- 


gust day of 1945, and so portefios pause a 
bit in their tango bars and coffee shops 
to discuss the question. 

But Father LaSalle at once senses the 
other-world attitude of this city. He says: 
“The people of this country seem to be 
permanently on a holiday . . .” And in the 
coffee shops, the portefio shakes his head, 
with the long-suffering gesture of one 
who is used to being misunderstood, and 
argues, “With all respect to the padre, 
but it is only the facade we wear. Life 


' is getting more expensive every day. Per- 


haps he means more, in comparison with 
Japan, or Europe . . . Then, he is right. 
But we have to live here, not there. We 
suffer, too...” 

And what of the atomic bomb? 

Streamer headlines in the newspapers 
of the capital scold U.S. writers who re- 
port Argentina's interest in atomic re- 
search and her invitations to atomic 
physicists to come to Argentina. Nobel 
Prize-Winner Werner Heisenberg was 
recently invited to come to Argentina by 
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Dr. Enrique Gaviola, head of an Argen- 
tine scientific group. 

Anything atomic is very hush-hush, 
since the subject was declared to be a 
military secret and all radioactive mineral 
resources nationalized. You can buy the 
Smyth report for a few pesos in Buenos 
Aires bookstores as easily as you can in 
the U.S. But what the Argentine Gov- 
ernment is doing is secret. 

The Government's information service 
is disturbed by all the publicity about 
Heisenberg, Guido Beck, Richard Gans, 
Kurt Sitte and other professors who may 
come here or are already in the country. 
About Heisenberg, who directed the 
building of Germany’s uranium pile, it 
says that the University of Buenos -Aires 
merely wanted Heisenberg to give 
scholarly lectures here. The University 
of Buenos Aires, like most of Argentina’s 
educational institutions, is under direct 
Government control. 

The Argentine “Government doesn't 
deny it is making nuclear investigations. 
After all, until the United Nations agree 
on control measures, there’s nothing 
strange about that, say the Govern- 
ment’s spokesmen. 

Heisenberg’s former assistant, the 
Czech-born theoretical physicist, Dr. 
Guido Beck, has been quietly working in 
Cordoba since May 1943. The existence 
of uranium mines in Cordoba (and in 
Mendoza), however, and Beck’s presence 
there are entirely coincidental. Cordoba’s 
observatory is world famous. Dr. Beck 
affirms that his field is astrophysics and 
that he has had absolutely nothing to do 
with atomic physics. While Heisenberg 
helped the Nazis, Dr. Beck, a Jew, is a 
refugee from Nazi persecution. 

As in other countries, however, a few 
thoughtful individuals have taken it upon 
themselves to sound the tocsins on the 
meaning of the atomic age. One is a 
close friend of Dr. J. Robert Oppen- 
heimer, the U.S. physicist who has just 
been named head of the Institute for 
Advanced Studies. This scientist, Dr. 
Rafael Grinfeld, resigned his university 
post and was dismissed from the rolls 
not long ago when the Government as- 
sumed direction of the University of La 
Plata. He had been a professor of physics 
for 19 years and was director of the 
Faculty of Mathematical Physics. 

Today, Dr. Grinfeld supports himself, 
his wife and two children by doing 
translations and tutoring. But he has as- 
sumed the role in Argentina of a one- 
man Paul Revere against the mass apathy 
of his people on the atomic bomb. 

Grinfeld says he’s no altruist at all. 
But like Dr. Harold C. Urey of Chicago 
University he is “a frightened man— 
frightened for his life, for the lives of his 
children, his countrymen and the human 
race.” 

Like the men who discovered and de- 
veloped the bomb, at whose side he 
worked some years earlier, Grinfeld has 
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learned “a new fear—the fear of what 
politicians and diplomats will do with the 
new weapon science has placed in their 
hands.” 

Dr. Grinfeld has formed an Argentine 
affiliate of the Federation of American 
Scientists, which includes local scientists, 
educators and writers. They are in touch 
with colleagues in the United States 
and also in Great Britain and hope also 


to reach scientists in France and Rus- 
sia as well. 

This Argentine,-at least, differs from 
many of his apathetic compatriots. He 
says: 

“If we don’t organize the new post- 
war world before all nations have the 
atomic bomb—three or four years at 
most—then it will be too late to be 
afraid.” B. S. R. 


Dognapping is new ‘crime wave’ in Germany 


where pets are ransomed for marks or food 


BERLIN 

OME GERMANS and “strays” of other 

European nationalities have taken to 
dognapping for ransom in_ marks, 
cigarettes or food, creating a new “crime 
wave” that has American and British of- 
ficers and occupation officials pouring out 
radio descriptions and newspaper ads to 
recover missing poodles and setters. 

The kidnapping racket works this 
way: Your dog goes out before bedtime, 
as dogs must if there are no trees in your 
living room, and without a leash. Friskily 
he bounces out of sight. You wait for the 
pup’s usual scratching to get back in the 
house. But Stumblebum_ Bingo or 
Queenie often doesn’t come back. 

Eight of my friends lost their pups in 
three days, all in the same neighbor- 
hood. Army Radio put out a string of 
calls from officers and G. I.’s describing 
dogs they had lost. Every dinner guest 
knows of another dog gone. 

Often the dog is gone for good, sold 
to a pet shop in another zone, or directly 
to a Russian (good customers for dogs), 
an Englishman, or an American who is 
willing to take a chance on not meeting 
up with the owner. There is a widespread 
belief that some dogs are eaten. One Ger- 
man was recently convicted of killing an 
American-owned dog to get food, he 
said, for his mother. 

If the owner gets his dog back, its re- 
turn almost always depends on how 





much ransom is to be paid. In dognap- 
pings, however, the owner must make 
the first move, by newspaper or radio 
advertising with the all-important phrase 
that “no questions will be asked.” 

The best method is to tack written no- 
tices on neighborhood trees, preferably 
trees favored by the lost pet, emphasiz- 
ing that the dog is missing from an 
American or British home. 

My dog, a 50-pound Airedale, was 
gone a week. He was returned, after 
posting of the proper trees, on a no- 
questions-asked basis for two packages 
of cigarettes and two chocolate bars as 
the “reward for finding him.” 

The dog's collar bore my name, and 
whoever “found” him could have had no 
doubt as to ownership. Nevertheless, the 
“finder” waited for a posted notice. Many 
others have had similar experiences. 

Americans attached to the occupation 
forces likewise are not immune from the 
increase of robberies and petty thievery. 
One of the newer methods of selecting a 
house for robbery is the telephone check. 
If an American answers the phone, the 
caller hangs up. If the German maid 
answers, the caller tries to find out when 
the American or his family will return 
home. If the answer is satisfactory to the 
thief, U. S. Army reports show that rob- 
beries are attempted. Apparently Ger- 
mans are not afraid of breaking into a 
house when only other Germans are there 
to be cowed if there is any interference. 

Most robberies are for food. But cam- 
eras, radios, watches and other jewelry, 
and money have been stolen. Only re- 
cently, a United States Army chaplain 
(who happens to have been a boxer at 
Notre Dame) caught burglars going 
through his home, knocked two of them 
out and helped capture them. 

Jeeps have“ been stolen regularly, 
usually to be found the next day with 
tires and batteries and anything else re- 
movable gone. These difficult-to-trace 
articles go into the black market. 

It’s one way for some Germans to make 
a living these difficult days, but it’s a 
little hard on the American soldiers and 
civilians who lose their possessions—and 
on the dogs. T. H. 
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U.S. STAND ON FOOD RELIEF FOR EUROPE 


Secretary of Agriculture Anderson’s emphasis on self-help for Continent 


(Text of statement by Secretary of Agriculture Clinton 
P. Anderson at Special Cereals Conference called by the 
Food and Agriculture Organization at request of the In- 
ternational Emergency Food Council, Paris, France, July 
9, 1947.) ; 


~~ THE EXPERIENCE Of the war years and the first two post- 
war years testifies that alleviation of the food emergency 
is the first step toward rebuilding the dwellings and the fac- 
tories in war-torn areas, restoring and increasing peaceful com- 
merce and attaining political stability. The wartime and post- 
war record also establishes the fact that the shortage of cereals 
is the core of the world food emergency. Cereals have been 
short in themselves. The cereal shortage is made more acute 
by other shortages—of fats, sugar, meats—which cause the 
peoples of the world to call for more cereals to keep up the 
energy value of their diets so they can do the day-to-day 
work of reconstruction. 

World reconstruction is slowed down by the world food 
shortage. Improvement in the food situation depends upon 
all of us—upon the efforts of the importing nation as well as 
the exporting nations. If we the people of the world are to 
lessen hunger and increase working energy we must plan to- 
gether and work together, not only helping each other but 
helping ourselves. We must put first things first, and in the 
food emergency that means, first of all, joining our efforts to 
minimize the bad effects of the shortage of cereals. 

. .. The weather and the work of the world’s farmers, not 
the deliberations of this Conference, will determine the size 
of the world grain supply. It will not be large enough. The 
diets of Europe and the Far East in 1947-48 will have to con- 
tinue at an emergency level, instead of being improved as 
everyone so greatly desires .. . 

The Government of the United States has welcomed and 
continues to welcome the aid of the Council in ascertaining 
what distribution of its food exports will contribute most to 
world recovery, and in obtaining the food and fertilizer im- 
ports the United States requires to keep its own productive 
economy running in high gear. 

The people and the Government of my country have the 
keenest appreciation of the importance of food to amity among 
nations and the well-being of the world’s peoples . . . 1 cannot 
too strongly state that my Government had and has no thought 
of trying to propose measures that any individual, nation 
should use in the management of its food supplies—imported 
or domestic. We claim the right of final determination over 
such matters for ourselves; we defend that same right for 
other sovereign nations. 

The United States will be able to make a substantial con- 
tribution to the export-import trade of the world in grain dur- 
ing the cereal year on which we have just started .. . 

Let me say at once that I do not expect that we shall find 
a quick, easy way out of our problem. As Secretary-General 
FitzGerald pointed out at the fourth meeting of the IEFC 
in Washington a few weeks ago, the nations of the world 
have consistently underestimated the extent of the food 
emergency and the time probably required to work out 
of it. Available data now indicate that we may come around 


to the-spring of 1948 with no great lessening of the world 
food shortage. | 

Let us look at the world grain problem as it exists in 1947- 
48. It is not one, but a complex of many problems, and the 
ones that each of us sees most clearly are those we face in our 
own countries. I might tell you, for example, that the problem 
is one of domestic transportation because that happens to have 
been one of the most difficult problems in the United States 
export program this past year. Someone else might tell us the 
problem is simply that the world does not have enough cereals 
to go around. Another might describe the problem as lack of 
purchasing power because that happens to be his chief worry 
at this time. 

All three are correct; yet all three fail to state the whole of 
the problem. Of course, the world grain emergency will con- 
tinue until the deficit countries are able to restore their pro- 
duction. There is no chance that the world can completely 
bridge the gap between requirements and supplies by increas- 
ing production and exports of the exporting countries and in- 
creasing the purchases of the importing countries. There isn’t 
enough grain for export. It is a dangerous delusion to assume 
that there is. This delusion has led the world into error in the 
past two years. I take it we are here to see to it that the same 
error is not committed for the third successive time. 

Let us look back over the history of the postwar food emer- 
gency. In the fall of 1945, the world had pressing need for ex- 
ports of about thirty-five million tons of grain. All of the ex- 
portable supplies in sight added up to only about twenty-five 
million tons. In the United States we were able to scrape to- 
gether and export by July 1946 eleven million, seven hundred 
and forty-seven thousand long tons of grain. To do this, we 
had to cut back livestock production, reduce consumer sup- 
plies of cereals, offer incentive prices to farmers, and so on 
through a long list of devices. In 1945-46 we exported more 
than four out of every ten pounds of wheat we produced, more 
than 35 per cent of our rice, and large percentage of other 
foods. Perhaps we could have done more, but I can assure 
you from personal experience that we did everything that we 
believed would produce quick results. 

To export so heavily, we had to reduce our reserve stocks 
of wheat on July 1, 1946, to the lowest level in two decades— 
about one hundred million bushels. The other exporters drew 
down their stocks also, and the world went in to the crop year 
that has just ended with very little grain in reserve. But the 
need for cereal imports was larger than ever. A year ago at this 
time the importing nations came forward with requirements 


for thirty-seven million tons of grain, while the exporting 


countries could see only twenty-five to twenty-six million tons. 
As the months passed the 1946 United States corn crop turned 
out to be of record size and remarkable feeding value, and 
later it became apparent that the 1947 wheat crop will 
be of record size. As a result it was possible for the United 
States to lift its sights on exports. By the end of June 
this year we had exported close to fifteen million tons .. . 
We wish we could have exported more for there has been 
want and suffering. But to export what we did, we again 
brought our carryover stocks of wheat to a low level—one 
of the lowest in this century. 
.) 
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Now, with this background, what are the prospects for ex- 
ports of grain from the United States in this present crop year? 

We start with the knowledge that wheat stocks carried over 
into the new year are very low. In the June report a record 
wheat production was forecast—over one thousand four hun- 
dred million bushels. We will need in our own country some- 
where in the neighborhood of seven hundred and fifty to eight 
hundred million bushels of wheat, possibly more, depending 
on the harvests of other grains. Hence, assuming a harvest of 
one thousand four hundred million bushels, and allowing for 
some increase in carryover stocks to a safer working level, we 
might have somewhat more wheat available for export than 
last year depending upon the volume of production of other 
grains. During this past year, we have managed by aggressive 
action to find domestic transportation for around five hundred 
and fifty-five million bushels of all grains other than rice. Rice 
exports totaled 350,670 long tons. 

Exports of all food from the United States, if loaded on 
European boxcars, would make an unbroken train long 
enough to reach three times across the Atlantic Ocean from 
the shores of my country to the Continent of Europe. 

Wheat as you know represents only one of several grains 
grown in the United States and tonnagewise, it is less impor- 
tant in the United States grain economy than corn. Corn stocks 
are larger than last year but the outlook this year for corn and 
also for oats and barley is much less favorable than a year 
ago. In fact, the total of all grain production may be less than 
last year, notwithstanding the increase for wheat. In view of 
the uncertain corn crop prospects and the boxcar shortage, it 
would be unwise to count on any substantial increase in grain 
exports from the United States during the commg year over 
the record shipments of 1946-47. 

The total tonnage of world grain exports will fall far short 
of the amount needed to enable the importing countries to in- 
crease their working stocks or to improve their rations greatly. 
In fact, the stern implication of the statistics that have 
been here presented by the IEFC is that, unless import- 
ing countries as a group maximize grain collections from 
farms and manage rations carefully throughout the year, 
next spring may bring for the third successive year intense 
crisis and suffering. 

There is another important phase of this problem. That is 
the financial and price phase. In the United States, as else- 
where, the world shortage of goods has created an inflationary 
problem. Nevertheless, with only one exception, importing 
countries paid less for wheat in the United States than any- 
where else in the world. It would be bad for world recovery 
generally, it would be bad for recovery in each nation if in- 
flationary demand should be turned loose full force on the 
price structure in the United States and particularly on the 
price for grain. The interests of all concerned will be best 
served by delivering grain at moderate, not excessive, prices. 
If the prices are forced up, the total available dollar assets, as 
well as the loans and the grants will finance smaller and 
smaller shipments of the grain and other goods needed for 
living and recovery. Whatever the importing nations can 
do to limit the intensity of their demand for exports of 
grain from the United States and elsewhere will be a 
real contribution to price stability and thus to the speed 
of world reconstruction. Action to collect the most grain 
possible for food use and to manage supplies carefully 
will help solve the price and financing problem by limiting 
the inflationary demand for grain. 

Many problems of food management confront the govern- 
ments in the importing areas. Exporting governments, includ- 
ing that of the United States, will give all the aid possible. But 
neither importers nor exporters will serve their common cause 
—amelioration of the world food emergency—if we put our 
reliance on a raft that will not support the load. Dependence 
on world movement of grain carries its own uncertainties, 
which frequently lie beyond the control of the importing 
country, the exporting country, or of international organiza- 
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tions. Moreover, there is a wide gap between the amounts 
of cereals that exporting nations can supply in the year ahead 
and the amounts needed by a hungry world. Plainly, a con- 
siderable part of the solution of the problem must come from 
within the deficit countries—through husbanding their own 
supplies most carefully. 

The solution of the problems in the years after this one calls, 
of course, for expanding production in the deficit countries. . . 
This expansion of production of food, and especially of cereals, 
certainly is one essential detail in the over-all program for eco- 
nomic self-help that the Secretary of State of the United 
States, Mr. Marshall, has suggested for Europe, and that now 
begins rapidly to take form. Expansion of production of food 
is equally important to the nations of the other continents who 
have been plagued by shortages. In short, it is a global task 
we face. 

The task is not insurmountable as we can see from programs 
that already have brought important results. The people in 
East Africa—Tanganyika, Kenya, and Northern Rhodesia— 
with the help of the British Government have set out to in- 
crease production of ground nuts on a big scale. 

The people of the Philippines, with the help of the United 
States Government have accomplished a remarkable task in 
the rehabilitation of their copra industry. They brought their 
exports of copra from practically nothing in 1945 to a current 
rate greater than their prewar average. The job was difficult. 
They had just about all the problems that any war-torn coun- 
try has—buildings wrecked, transportation gone, production 
supplies practically non-existent, and with money no incentive 
to workers. But the Philippine copra industry has been re- 
habilitated. And therein lies hope for many other industries 
in many other countries. I might add that as soon as the job 
was done, the United States terminated the operations of our 
Government corporation that was sgt up to provide assistance. 
We withdrew and turned the job back to the free people of the 
Philippines. We rejoice in their freedom as much as in their 
success. 

I am not disposed to blame other nations, which for reasons 
of their own have chosen not to accept the same type of co- 
operation that we extended in the Philippines. I do not con- 
tend that our plans of operation are the only ones that will 
work. I do say they did work out remarkably well in the Phil- 
ippines, and the copra industry there is a unique example of 
quick rehabilitation. 

Cereals of course present a different problem. Collection 
and rationing are extremely difficult. Customs, habits, estab- 
lished farming practices—these join with economic tactors to 
keep prices of livestock products high in relation to grain val- 
ues. Experience in the United States has proved this to me. 
And many of you here have had much more difficulty than I. 
Beyond that, any major improvement in the cereals situation 
is dependent largely upon an increased production of nitro- 
gen, which in turn depends largely upon supplies of coal. 
Management of coal supplies, like the management of food 
supplies, is a complex and difficult problem. But, I am con- 
vinced that the gap between requirements and supplies of 
nitrogen, like the cereals shortage, will never be bridged by 
imports alone. 

Individual countries, going it alone, choose widely different 
means of managing coal supplies. This is entirely natural and, 
probably to a certain extent, desirable. Pressures that force 
decisions differ between countries, or the same kinds of pres- 
sure may come at different times. 

However, I am sure we can all see great advantages in 
adopting certain common objectives, policies and methods. 
This is especially important in contiguous areas which have an 
especially large number of common problems and whose 
economies are normally somewhat interdependent. On a glob- 
al basis, too, there are obvious advantages in taking a more 
nearly unified cpproach. For example, if all countries which 
can produce nitrogen fertilizer would plan their operations 
together and concentrate their efforts toward increasing pro- 




























duction before another planting season, we might see some 


deal. The sacrifices involved in such a program would un- 
doubtedly be accepted by the various peoples because the im- 
mediate hardships would offer promise of relief. An unsys- 
tematic approach, offering only the hope that sometime the 
world’s nitrogen and cereals may total up to something like 
the required amount, does not produce enthusiasm and drive 
in either the importing or the exporting countries. A definite 
program, backed by financial and technological plans and pre- 
arranged co-operation by the peoples of each country—such a 
program would give both exporting and importing countries 
the — for concerted -effort, a timetable, and new hope for 
results. 

What I have said about fertilizer with which to produce 
cereals could well be said about many other short items. We 
cannot afford to drift. We must make definite plans and carry 
them out. If we must start on a small basis, let us do that. 


hope of increasing food production in the world a very great ' 





This meeting will have succeeded if we take home with us 
only one idea that we can all carty out together. If we should 
find we can agree on the basis for a world cereals program, we 
will have accomplished a very great deal. The cereals 
problem, of course, must be foremost in our thinking and 
in our actions. 

On the broad front of production revival, there is emerging 
in these recent days a principle of joint co-operation in plan- 
ning national programs to dovetail together and advance the 
productiveness and the standard of living of the people of a 
whole continent. By using this same principle, I am sure that 
this special cereals conference will help the nations find ways 
of making maximum use of the world’s severely limited grain 
resources in the coming twelve months before the harvests 
of 1948. Thus we will avert suffering, and promote the stabil- 
ity which is the necessary foundation under the wider recon- 
struction now being planned through the joint intelligence of 
national and international leadership. 








SOVIET VIEWS ON BALKAN INVESTIGATION 





Russian representative's attack on proposal before U.N. Security Council 


(Text of the Russian resolution on the report of the 
Balkan Investigating Commission, presented to the 
United Nations Security Council, July 8, 1947.) 


I. Having considered the report of the Security Council's 
Commission of Investigation concerning Greek frontier inci- 
dents, the Security Council considers as established: 

(1) That the Greek authorities are responsible for the in- 
cffents taken place on the frontiers between Greece, on the 
one hand, and Yugoslavia, Bulgaria and Albania, on the other. 
The investigation of the situation which has been carried out 
by the Commission on the place confirmed the connection of 
the incidents with the general hostile policy of the present 
Greek Government toward the neighboring countries. 

(2) That internal situation in Greece, as it follows from the 
report, characterized by intensification of the struggle be- 
tween the Greek people and antidemocratic forces grouped 
around the present Greek Government, is the main factor 
which brought about the tense situation also in the northern 
frontier regions of Greece, which is being used by Greek 
militarists for provocative acts against Yugoslavia, Bulgaria 
and Albania. These acts are not only not stopped by the pres- 
ent Greek Government but, on the contrary, encouraged and 
approved. 

(3) That the existing situation in Greece as well as in its 
northern regions is to a considerable degree the consequence 
of foreign interference into the internal affairs of Greece. This 
interference being used by the antidemocratic circles of 
Greece, among which the considerable influence have the ele- 
ments who formerly compromised themselves by collaboration 
with the Fascist occupants, is one of the reasons of further 
deterioration of the situation in the country. It embarrasses 
the possibility of establishment of normal relations between 
Greece and its neighboring countries. 

II. For the purpose of settlement of relations between 
Greece, on the one hand, and Yugoslavia, Bulgaria and Al- 
bania, on the other, the Security Council recommends: 

(1) That the Government of Greece should take measures 
to stop frontier incidents on its borders with Yugoslavia, Bul- 
garia and Albania. 

(2) To establish normal diplomatic relations between 
Greece on the one hand and Bulgaria and Albania on the other 
and to normalize diplomatic relations between Greece and 
Yugoslavia. 





(3) That the governments of Greece, Yugoslavia, Bulgaria 
and Albania should renew old or enter into new bilateral 
frontier conventions providing for a settlement of frontier in- 
cidents. 

(4) That the Government of Greece, on the one hand, and 
the governments of Yugoslavia, Bulgaria and Albania, on the 
other, should settle the problem of refugees in the spirit of 
mutual understanding and creation of friendly relations among 
those countries. 

(5) That the Government of Greece should take necessary 
measures, providing for a removal of any discrimination re- 


_ garding citizens of Macedonia and Albanian nationalities who 


reside on the territory of Greece, having in view of giving 
them the possibility to speak their mother tongue and to de- 
velop their national culture. 

(6) That the governments of Albania, Bulgaria, Yugoslavia 
and Greece should inform the Security Council every three 
months as regards the carrying out of recommendations en- 
visaged by the above decision of the Council. 

III. For the purpose of improvement of the internal political 
situation in Greece and creation of conditions for the estab- 
lishment of independent democratic Greek state, and for the 
improvement of relations between Greece and its neighboring 
countries, the Security Council recommends: 

To withdraw foreign troops and foreign military personnel 
from Greece. 

IV. For the purpose of providing the proper use of foreign 
economic aid granted to Greece, the Security Council resolves: 

To establish a special commission which through the proper 
supervision would guarantee the use of such aid only in the 
interests of the Greek people. 


Statements by Gromyko 


(Extracts from the statement by Andrei A. Gromyko, 
Soviet representative, before the Security Council.) 


Study of the facts shows that the accusations made by the 
Greek Government in connection with the admission into the 
territory of her neighboring states of persons who have fled 
Greece to other countries seeking refuge, are without any 
foundation. 

On the territory of these countries, tens of thousands of 
Greeks which have fled their country because of police per- 
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secutions and the terror of all kinds of bands, are actually in 
existence. However, these persons—men and women, old peo- 
ple and children—are fleeing Greece seeking refuge and shelter 
in neighboring countries and trying to save their lives. Do we 
have reason to accuse or even to reproach the governments 
of these countries for giving refuge to such persons? 

Attempts to accuse the governments of Yugoslavia, Bulgaria 
and Albania because they have given refuge to Greek refu- 
gees, are completely unfounded. These countries, in giving 
refuge to such persons, are acting in accordance with accepted 
and well-known principles of international law, which are con- 
sidered as such even since old times by civilized mankind. . . . 

Any objective study of the facts shows that the guilt of 
the Greek authorities and the Greek Government in provoking 
frontier incidents actually cannot be doubted... . 

It could be said that the territorial aspirations of the Greek 
Government circles concerning neighbor countries are empty 
aspirations and that no attention should be drawn to the au- 
thors of such plans. It is correct that these are empty aspira- 
tions. However, this does not mean that the inimical policy 
directed by the Greek Government against the neighbor coun- 
tries cannot cause serious damage as it poisons the relations 
between these countries and Greece and thus causes damage 
to the task of maintenance of peace in the Balkans. This is 
proven alone by the fact these relations are being discussed 
in the Security Council. . . . 

If you read the depositions of Macedonian witnesses you 
will see that the Greek authorities have not only declared war 
against Macedonian national culture, have not only closed all 
Macedonian schools and prohibited the use of the native 
language, but also are executing a policy of extermination of 
the Macedonian population in Greece which numbers more 
than 250,000... . 

Over 20,000 Macedonians have fled to Yugoslavia and 
around 10,000 to Bulgaria. All these people are being called 
partisans by the Greek Government which is accusing the 
neighboring countries because these people have found refuge 
on their territory... . 

Not less difficult is the position of the Albanian national 
minority, the Tschamouriots. . . . Thus the Greek Govern- 
ment, and not the other countries, bears the responsibility for 
the situation which has developed concerning the Macedonian 
and Albanian minorities in Greece. This conclusion deserves 
special attention if one takes into account that Aegean Mace- 
donia and the region inhabited by the Albanian minority are 
frontier regions... . 

One can hear everywhere on the part of the Greek Govern- 
ment and its friends abroad the accusation that all those who 
are in opposition to the Gréek Government are Communists. 
This accusation does not correspond to the reality. In reality 
democratic Greece is fighting against anti-democratic Greece. 
The yelling about the Red danger is aimed at hiding from 
world public opinion the real danger of the events taking place 
in Greece. This should be said not only to the Greeks but 
also to those gentlemen abroad which suffer under color 
blindness and cannot distinguish political colors. 

Among the witnesses there are a great number of private 
citizens, relations of persons deported by Greek authorities 
to the islands or thrown into prison. Among them are numer- 
ous democratic leaders who have distinguished themselves 
fighting the occupation armies. There are hundreds of such 
witnesses. Oral and written depositions of these people open 
up before us a grim picture of the conditions reigning at pres- 
ent in Greece and show the depths into which the country 


has been thrown by its present rulers. The voice of these peo- . 


ple is the voice of the Greek people and the Security Council 
must listen to this voice. 

There is another category of oral and written depositions, 
of persons presented by the Greek Government. These wit- 
nesses can be divided in substance into three groups: (1) Wit- 
nesses presented by Greek military frontier authorities; (2) 
criminals sentenced at different times by Greek authorities, 
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quislings who escaped to Greece from other countries and 
whose services are welcome to the Greek Government; (3) 
persons sentenced to death by Greek authorities or sentenced 
to different prison terms. 

Is it surprising that . . . tens of thousands of Greeks have 
taken to the mountains, preferring active struggle for their 
rights to putting themselves at the disposal of the hangman? 
Reading the depositions of partisans and of their leaders, you 
will see that they took to the mountains because this was the 
only way left to them to defend the honor, freedom and in- 
dependence of the Greek people. . . | 

Taking all this into account, the Soviet delegation considers 
it necessary to declare that it cannot agree to the proposal to 
establish a commission as suggested by the representative of 
the United States. 

The representative of the United States attempted in his 
statement at the meeting of the Security Council on the 27th 
of June to prove the guilt of Yugoslavia, Bulgaria and Albania 
concerning the frontier incidents. Actually he did not so much 
try to prove this as to inspire in us the idea that the guilt of 
these countries was so obvious that it did not necessitate any 
proof and that it could not be otherwise. 

I will not hide my certain surprise as to the light manner in 
which the American representative pronounces his verdict 
against these countries. . . 

From what I have said the following conclusion can be 
drawn: 

(1) The report of the Commission and the factual data 
gathered by it, confirm that the Greek authorities are to 
blame for the incidents which have taken place on the fron- 
tiers of Greece and Yugoslavia, Bulgaria and Albania. 

(2) Yugoslavia, Bulgaria and Albania, in accepting Greek 
refugees, seeking refuge in their territory, are acting in accord- 
ance with generally accepted provisions of international law. 

(3) The accusation by the Greek Government of the govern- 
ments of Yugoslavia, Bulgaria and Albania of allegedly pro- 
voking frontier incidents, are unfounded and contradicted 4 


facts. Such an accusation can only be considered as an at- 


tempt on the part of the Greek Government to divert the at- 
tention of world public opinion from the difficult and constant- 
ly worsening internal situation in Greece after its liberation 
and as an attempt to create the impression as if the internal 
situation in Greece is a result of the intervention on the part 
of neighboring countries into the internal affairs of Greece. 

(4) The basic reason for all complications in the relations 
between Greece on the one hand and Yugoslavia, Bulgaria 
and Albania on the other hand, lies in the internal situation 
in Greece which is characterized by unlimited terror against 
democratic parties and organizations and particularly against 
those forces which at the time headed the struggle of the 
Greek people against the occupying powers. This terror is 
followed by persecution of different kinds, by Fascist bands 
and groups which collaborated with the enemy during the 
occupation of Greece. 


(5) One of the basic reasons causing the tense situation © 


in Greece, which has brought the country into a factual state 
of civil war and has promoted the complication of the rela- 
tions between Greece and its neighbors, is the still continuing 
foreign intervention into the internal affairs of Greece, coming 
however, not from the countries neighboring to Greece. 

(6) A number of questions connected with the relations be- 
tween Greece and Yugoslavia, Bulgaria and Albania, including 
the question of the reactivation or of the conclusion of new 
frontier conventions, must and can be settled through direct 
negotiations and agreements between the countries concerned. 

(7) The proposals to establish a commission of the Se- 
curity Council with powers and terms of reference as sug- 
gested in the draft resolution of the United States representa- 
tive, do not follow from the situation and do not correspond 
to the interests of a speedy settlement of questions of friction 


and misunderstanding developing between Greece and its 
neighbors and cannot be justified. 
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The establishment ot such a commission could become 
the source of additional complications in the relations 
between these countries. Besides, the establishment of 
such a commission cannot be evaluated otherwise than as 
a wish to build a screen hiding the foreign intervention 


on the part of certain powers into the internal affairs of 
Greece. 

(8) The proposal to qualify future incidents on the borders 
of Greece with Yugoslavia, Bulgaria and Albania as constitut- 
ing a threat to peace, is unfounded and inadmissible. 





POSTSURRENDER POLICY FOR JAPAN 


Far Eastern Commission's statement on basic procedures after peace - treaty 


(Text of Far Eastern Commission’s basic policy for the 
occupation of Japan adopted by the Commission June 19, 
1947, and made public in Washington, July 11, 1947.) 


HEREAS on Sept. 2, 1945, Japan surrendered uncon- 
V4 ditionally to the Allied powers and is now under military 
occupation by forces of these powers under the command of 
General of the Army Douglas MacArthur, Supreme Com- 
mander’for the Allied powers, and whereas representatives of 
the following nations, namely, Australia, Canada, China, 
France, India, the Netherlands, New Zealand, the Philippines, 
the U.S.S. R., the United Kingdom, and the United States of 
America, which were engaged in the war against Japan, have 
on the decision of the Moscow Conference of Foreign Min- 
isters met together at Washington as a Far Eastern Com- 
mission,'to formulate the policies, nrinciples and standards 
in conformity with which the fulfillment by Japan of its 
obligations under the terms of surrender may be ac- 
complished; 

The nations composing this commission, with the object of 
fulfilling the intentions of the Potsdam Declaration, of carry- 
ing out the instrument of surrender and of establishing inter- 
national security and stability, 

Conscious that such security and stability depend first, 
upon the complete destruction of the military machine which 
has been the chief means whereby Japan has carried out the 
aggressions of past decades; second, upon the establishment 
of such political and economic conditions as would make 
impossible any revival of militarism in Japan; and third, upon 
bringing the Japanese to a realization that their will to war, 
their plan of conquest, and the methods used to accomplish 
such plans, have brought them to the verge of ruin, 

Resolved that Japan cannot be allowed to control her own 
destinies again until there is on her part a determination to 
abandon militarism in all its aspects and a desire to live with 
the rest of the world in peace, and until democratic principles 
are established in all spheres of the political, economic, and 
cultural life of Japan; 

Are therefore agreed: 


To insure the fulfillment of Japan’s obligations to the 
Allied powers; 
To complete the task of physical and spiritual demilitari- 
zation of Japan by measures including total disarmament, 
economic reform designed to deprive Japan of power to 
make war, elimination of militaristic influences, and stern 
justice to war criminals, and requiring a period of strict 
control; and . 
To help the people of Japan in their own interest as well . 
as that of the world at large to find means whereby they 
may develop within the framework of a democratic so- 
ciety an intercourse among themselves and with other 
countries along economic and cultural lines that will en- 
able them to satisfy their reasonable individual and na- 
tional needs and bring them into permanently peaceful 
relationship with all nations; 


And have adopted the following basic objectives and poli- 
cies in dealing with Japan: 


Part I—Ultimate Objectives 


(1) The ultimate objectives in relation to Japan, to which 
policies for the post-surrender period for Japan should con- 
form, are: 

a. To insure that Japan will not again become a menace 
to the peace and security of the world. 

b. To bring about the earliest possible establishment of a 
democratic and peaceful government which will carry out its 
international responsibilities, respect the rights of other states, 
and support the objectives of the United Nations. Such gov- 
ernment in Japan should be established in accordance with the 
freely expressed will of the Japanese people. 

(2) These objectives will be achieved by the following 
principal means: 

a. Japan’s sovereignty will be limited to the islands of 
Honshu, Hokkaido, Kyushu, Shikoku and such minor outlying 
islands as may be determined. 

b. Japan will be completely disarmed and demilitarized. 
The authority of the militarists and the influence of militarism 
will be totally eliminated. All institutions expressive of the 
spirit of militarism and aggression will be vigorously sup- 
pressed. 

c. The Japanese people shall be encouraged to develop a 
desire for individual liberties and respect for fundamental hu- 
man rights, particularly the freedoms of religion, assembly and 
association, speech and the press. They shall be encouraged 
to form democratic and representative organizations. 

d. Japan shall be permitted to maintain such industries as 
will sustain her economy and permit the exaction of just 
reparations in kind, but not those which would enable her to 
rearm for war. To this end access to, as distinguished from 
control of, raw materials should be permitted. Eventual Japa- 
nese participation in world trade relations will be permitted. 


Part ll—Allied Authority 


(1) Military Occupation 

There will be a military occupation of the Japanese home 
islands to carry into effect the surrender terms and further 
the achievement of the ultimate objectives stated above. The 
occupation shall have the character of an operation in behalf 
of the powers that have participated in the war against Japan. 
The principle of participation in the occupation of Japan by 
forces of these nations is affirmed. The occupation forces will 
be under the command of a Supreme Commander designated 
by the United States. 

(2) Relationship to Japanese Government 

The authority of the Emperor and the Japanese Govern- 
ment will be subject to the Supreme Commander, who will 
possess all powers necessary to effectuate the surrender terms 
and to carry out the policies established for the conduct of 
the occupation and the control of Japan. 

The Supreme Commander will exercise his authority 
through Japanese governmental machinery and agencies, in- 
cluding the Emperor, but only to the extent that this satis- 
factorily furthers the objectives and policies stated herein. 
According to the judgment and discretion of the Supreme 
Commander, the Japanese Government may be permitted to 
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exercise the normal powers of government in matters of do- . 


mestic administration, or the Supreme Commander may in any 
case direct action to be taken without making use of the 
agencies of the Japanese Government. 

After appropriate preliminary consultation with the rep- 
resentatives of the Allied powers in the Allied Council for 
Japan, the Supreme Commander may, in cases of necessity, 
take decisions concerning the removal of individual ministers 
of the Japanese Government, or concerning the filling of 
vacancies created by the resignation of individual cabinet 
members. Changes in the governmental machinery, or a 
change in the Japanese Government as a whole, will be made 
in accordance with the principles laid down in the terms of 
reference of the Far Eastern Commission. 

The Supreme Commander is not committed to support the 
Emperor or any other Japanese governmental authority. The 
policy is to use the existing form of government in Japan and 
not to support it. Changes in the presurrender form of the 
Emperor institution and in the form of government in the di- 
rection of modifying or removing its feudal and authoritarian 
character and of establishing a democratic Japan are to be 
encouraged. 

(3) Protection of United Nations Interests 

It shall be the duty of the Supreme Commander to protect 
the interests, assets, and rights of all members of the United 
Nations and their nationals. Where such protection conflicts 
with the fulfillment of the objectives and policies of the oc- 
cupation, the government of the nation concerned shall be in- 
formed through diplomatic channels and shall be consulted on 
the question of proper adjustment. 

(4) Publicity as to Policies 

The peoples of the nations which have participated in the 
war against Japan, the Japanese people, and the world at 
large shall be kept fully informed of the objectives and policies 
of the occupation, and of progress made in their fulfillment. 


Part Ill—Political 


(1) Disarmament and Demilitarization 

Disarmament and demilitarization are the initial tasks of 
the military occupation and shall be carried out promptly and 
with determination. Every effort shall be made to bring home 
to the Japanese people the part played by those who have 
deceived and misled them into embarking on world conquest, 
and those who collaborated in so doing. 

Japan is not to have any army, navy, air force, secret police 
organization, or any civil aviation, or gendarmerie, but may 
have adequate civilian police forces. Japan’s ground, air and 
naval forces shall be disarmed and disbanded and the Japa- 
nese Imperial General Headquarters, the General Staff and 
all secret police organizations shall be dissolved. Military and 
naval material, military and naval vessels and military and 
naval installations, and military, naval and civilian aircraft, 
where ever situated, shall be surrendered to the appropriate 
Allied commanders in their zones of capitulation of the Japa- 
nese troops and shall be disposed of in accordance with de- 
cisions of the Allied powers already adopted or which may 
be adopted. Inventories shall be made and inspections author- 
ized to insure complete execution of these provisions. 

High officials of the Japanese Imperial General Head- 
quarters and General Staff, other high military and naval 
officials of the Japanese Government, leaders of ultranational- 
ist and militarist organizations and other important exponents 
of militarism and aggression will be taken into custody and 
held for futur® disposition. Persons who have been active 
exponents of militarism and militant nationalism will be 
removed and excluded from public office and from any other 
position of public or substantial private responsibility. Ultra- 
nationalistic or militaristic social, political, professional and 
commercial societies and institutions will be dissolved and 
prohibited. 

The restoration, even in a disguised form, of any anti- 
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democratic and militaristic activity shall be prevented, partic- 
ularly on the part of former Japanese career military and 
naval officers, gendarmerie, and former members of dissolved 
militaristic, ultranationalistic. and other antidemocratic or- 
ganizations. 

Militaristic, ultranationalistic and antidemocratic doctrines 
and practices, including paramilitary training, shall be elim- 
inated from the educational system. Former career military 
and naval officers, both commissioned and noncommissioned, 
and all other exponents of militaristic, ultranationalistic and 
antidemocratic doctrines and practices shall be excluded from 
supervisory and teaching positions. 

(2) War Criminals 

Stern justice shall be meted out to all war criminals, includ- 
ing those who visited cruelties upon prisoners of war or other 
nationals of members of the United Nations. Persons charged 
by the Supreme Commander, or appropriate United Nations 
agencies with being war criminals shall be arrested, tried and, 
if convicted, punished. Those wanted by another of the 
U. N. for offenses against its nationals, shall, if not wanted for 
trial or as witnesses or otherwise by the Supreme Commander, 
be turned over to the custody of such other nation. 

(3) Encouragement of Desire for Individual Liberties and 
Democratic Processes. 

Freedom of worship and observance of all religions shall 
be proclaimed and guaranteed for the future. It should also 
be made plain to the Japanese that ultranationalistic, militaris- 
tic and antidemocratic organizations and movements will not 
be permitted to hide behind the cloak of religion. 

The Japanese people shall be afforded opportunity and 
encouraged to become familiar with the history, institutions, 
culture and the accomplishments of the democracies. 

Obstacles to the revival and strengthening of democratic 
tendencies among the Japanese people shall be removed. 

Democratic political parties, with rights of assembly and 
public discussion, and the formation of trade unions shall be 
encouraged, subject to the necessity for maintaining the secur- 
ity of the occupying forces. : 

Laws, decrees, and regulations which establish discrimi- 
nation on grounds of race, nationality, creed or political 
opinion shall be abrogated; those which conflict with the 
objectives and policies outlined in this document shall be 
repealed, suspended or amended as required, and agencies 
charged specifically with their enforcement shall be abolished 
or appropriately modified. Persons unjustly confined by Japa- 
nese authority on political grounds shall be released. The 
judicial, legal and police systems shall be reformed as soon 
as practicable to conform to the policies set forth herein and 
it shall be the duty of all judicial, legal and police officers to 
protect individual liberties and civil rights. 


X 


Part I1V—Economic 


(1) Economic Demilitarization 

The existing economic basis of Japanese military strength 
must be destroyed and not be permitted to revive. 

Therefore, a program will be enforced containing the fol- 
lowing elements, among others: The immediate cessation and 
future prohibition of production of all goods designed for 
the equipment, maintenance, or use of any military force or 
establishment; the imposition of a ban upon facilities for the 
production or repair of implements of war, including naval 
vessels and all forms of aircraft; the institution of a system 
of inspection and control designed to prevent concealed or 
disguised military preparation; the elimination in Japan of 
those industries or branches of production which would pro- 
vide Japan with the capacity to rearm for war; and the pro- 
hibition of specialized research and instruction contributing 
directly to the development of war-making power. Research 
for peaceful ends will be permitted, but shall be strictly 
supervised by the Supreme Commander to prevent its use for 
war purposes. Japan shall be restricted to the maintenance of 
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these industries which will sustain the level of economy and 
standard of living fixed in accordance with principles deter- 
mined by the Far Eastern Commission, and consistent with 
the Potsdam Declaration. 

The eventual disposition of those existing production facil- 
ities within Japan which are to be eliminated in accord with 
this program, as between transfer abroad for the purpose of 
reparations, scrapping, and conversion to other uses, will be 
determined, after inventory, in accordance with the prin- 
ciples laid down by the Far Eastern Commission or pursuant 
to the terms of reference of the Far Eastern Commission. 
Pending decision, no such facilities either suitable for trans- 
fer abroad or readily convertible for civilian use, shall be 
destroyed except in emergency situations. 

(2) Promotion of Democratic Forces 

Organizations of labor in industry and agriculture, organ- 
ized on a democratic basis, shall be encouraged. Other organi- 
zations in industry and agriculture, organized on a democratic 
basis, shall be encouraged if they will contribute to furthering 
the democratization of Japan or other objectives: of the 
occupation. 

Policies shall be laid down with the object of insuring a 
wide and just distribution of income and ef the ownership of 
the means of production and trade. 

Encouragement shall be given to those forms of economic 
activity, organization and leadership deemed likely to 
strengthen the democratic forces in Japan and to prevent 
economic activity from being used in support of military ends. 

To this end it shall be the policy of the Supreme Com- 
mander: 

a. To prohibit the retention in important positions in the 
economic field of individuals who because of their past 
associations or for other reasons cannot be trusted to direct 
Japanese economic effort solely towards peaceful and demo- 
cratic ends; and 

b. To require a program for the dissolution of the large 
industrial and banking combinations accompanied by their 
progressive replacement by organizations which would widen 
the basis of control and ownership. 

(3) Resumption of Peaceful Economic Activity 

The policies of Japan have brought down upon the people 
great economic destruction and confronted them with. eco- 
nomic difficulty and suffering. The plight of Japan is the 
direct outcome of its own behavior, and the Allies will not 
undertake the burden of repairing the damage. It can be 
repaired only if the Japanese people renounce all military aims 
and apply themselves diligently and with single purpose to 
the ways of peaceful living. It will be necessary for them to 
undertake physical reconstruction and basically to reform 
the nature and direction of their economic activities and 
institutions. In accordance with assurances contained in the 
Potsdam Declaration, the Allies have no intention of imposing 
conditions which would prevent the accomplishment of these 
tasks in due time. 

Japan will be expected to provide goods and services to 
meet the needs of the occupying forces to the extent that 
this can, in the judgment of the Supreme Commander, be 
effected without causing starvation, widespread disease and 
acute physical distress. 

The Japanese authorities will be expected, and if necessary 
directed, to maintain, develop and enforce programs, subject 
to the approval of the Supreme Commander, which are 
designed to serve the following purposes: 

a. To avoid acute economic distress. 

b. To assure just and impartial distribution of available 
supplies. 

c. To meet the requirements for reparations deliveries. 

d. To make such provision for the needs of the Japanese 
population as may be deemed reasonable in accordance with 
principles formulated by the Far Eastern Commission in the 
light both of supplies available and of obligations to other peo- 
ples of the United Nations and territories formerly occupied 
by Japan. 


(4) Reparations and Restitution 

For acts of aggression committed by Japan and for the 
purpose of equitable reparations of the damage caused by 
her to the Allied powers and in the interests of destruction of 
the Japanese war potential in those industries which could 
lead to Japan’s rearmament for waging war, reparations shall 
be exacted from Japan through the transfer of such existing 
Japanese capital equipment and facilities or such Japanese 
goods as exist or may in future be produced and which under 
policies set forth by the Far Eastern Commission or pursuant 
to the terms of reference of the Far Eastern Commission 
should be made available for this purpose. The reparations 
shall be in such a form as would not endanger the fulfillment 
of the program of demilitarization of Japan and which would 
not prejudice the defraying of the cost of occupation and 
the maintenance of a minimum civilian standard of living. 
The shares of particular countries in the total sum of the 
reparations from Japan shall be determined on a broad 
political basis, taking into due account the scope of material 
and human destruction and damage suffered by each claimant 
country as a result of the preparation and execution of Jap- 
anese aggression, and taking also into due account each 
country’s contribution to the cause of the defeat of Japan, 
including the extent and duration of its resistance to Japa- 
nese aggression. 

Restitution: | 

Full and prompt restitution will be required of all identi- 
fiable property, looted, delivered under duress, or paid for 
in worthless currency. 

(5) Fiscal, Monetary, and Banking Policies 

While the Japanese authorities will remain responsible for 
the management and direction of the domestic fiscal, mone- 
tary, and credit policies, this responsibility is subject to the 
approval and review of the Supreme Commander, and wher- 
ever necessary to his direction. 

(6) International Trade and Financial Relations 

Eventual Japanese participation in world trade relations 
shall be permitted. During occupation and under suitable 
controls and subject to the prior requirements of the peoples 
of countries which have participated in the war against 
Japan, Japan will be permitted to purchase from foreign 
countries raw materials and other goods that it may need 
for peaceful purposes. Japan will also be permitted under 
suitable controls to éxport goods to pay for approved imports. 
Exports other than those directed to be shipped on repara- 
tions account or as restitution may be made only to those 
recipients who agree to provide necessary import in exchange 
or agree to pay for such exports in foreign exchange usable 
in purchasing imports. The proceeds of Japanese exports may 
be used after the minimum civilian standard of living has 
been secured to pay for the costs of nonmilitary imports 
necessary for the occupation which have already been made 
since the surrender. 

Control is to be maintained over all imports and exports of 
goods and foreign exchange and financial transactions. The 
Far Eastern Commission shall formulate the policies and prin- 
ciple governing exports from and imports to Japan. The Far 
Eastern Commission will formulate the policies to be followed 
in the exercise of those controls. 

(7) Japanese Property Located Abroad 

The clauses herein on reparations and references to this 
subject are without prejudice to the views of governments 
on the overseas assets issue. 

. (8) Equality of Opportunity for Foreign Enterprise Within 
Japan 

All business organizations of any of the United Nations 
shall have equal opportunity in the overseas trade and com- 
merce of Japan. Within Japan equal treatment shall bé 
accorded to all nationals of the United Nations. 

(9) Imperial Household Property 

Imperial Household property shall not be exempt from 
any action necessary to carry out the objectives of the occu- 
pation. 
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Division in Kremlin 
Over Marshall Plan 


There was a serious split among 
Russia’s rulers over whether the coun- 
try should reject the Marshall Plan for 
political reasons or go along with it for 
economic reasons. Some of the top 
men in the Politburo do not agree 
with the line taken by Molotov be- 
cause of Russia’s need for outside as- 
sistance. Once the decision to reject 
the ‘Plan was made, however, the 
Kremlin put on full pressure to keep 
out the countries of Eastern Europe. 
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In deciding against the Marshall 
Plan, Stalin and Molotov once more 
bet on a coming U. S. depression. They 
are counting on conditions in the U. S. 
reaching the point where Washington 
will not be able to deliver on the Plan 
and that the participating nations then 
will flock to Russia’s side. 
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Actually, it was a wrong hunch that 
prompted Molotov to take Russia out 
of the conference on European re- 
construction. 
French Foreign Minister joining him 
to oppose the British proposal for con- 
tinental planning, and lost out. There 
is speculation that this error may 
lower his standing in the Kremlin. 
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The U.S. will not take any direct 
part in Europe’s discussions on the 
Marshall Plan. The idea is, however, 
that from time to time U.S. officials 
will make known the things Wash- 
ington regards as acceptable or un- 
acceptable under the Plan. Speeches 
and statements of U.S. policy plan- 
ners will have more than _ usual 
significance in the weeks just ahead. 
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* Talk of a “Molotov Plan” sponsored 
by Russia to offset the Marshall Plan 
is not taken seriously in European 
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Intercepts 


Clayton's Blunt Talk 
To British Officials 


capitals. Trouble is that Russia lacks 
the industrial equipment that would 
be required and the goods to exchange 
for the agricultural surpluses: of East- 
ern Europe, once they develop. 
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Under Secretary of State Will F. 
Clayton talked bluntly to the British 
during his visit to London, and the 
Britons didn't like it. Some of them 
are interpreting Clayton’s remarks as 
criticism of the way Britain has spent 
the U.S. loan and of Britain’s in- 
ability to produce enough coal, both 
at home and in Germany. 
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Although nothing was said about it 
at the time, it turns out that the U. S. 
asked Britain to swap occupation 
zones in Germany. The British refused 
to go along, and now they are being 
blamed by some Americans for the 
lagging coal recovery in the Ruhr, 
which has been under the adminis- 
tration of the British. 
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Great Britain’s recently announced 
import cuts actually amounted to little 
more than a gesture. They won't pro- 
long appreciably the life of the U. S. 
loan. One of the biggest reasons for 
the announcement was to impress on 
Washington the seriousness of Brit- 
ain’s financial predicament. 
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More important diplomatic assign- 
ments may be ahead for Senora Eva 
Peron, the wife of Argentina’s Presi- 
dent. During her trip to Spain, her 
husband hinted to his followers that 
he has further plans for her. There is 
speculation in Buenos Aires that he 


Booming Swiss Trade 
With East Germany 


would like to appoint her head of the 
Argentine delegation to the coming 
Inter-American Conference in Brazil. 
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Romanian and Bulgarian Army of- 
ficers have been fleeing from those 
countrids recently by commandeering 
military planes and flying them to 
Istanbul. The officers frequently take 
wealthy civilians along with them. 


o 0 9 


Swiss traders are finding the Rus- 
sian zone of Germany an excellent 
source of needed goods. They are 
carrying on a trade that exceeds¢the 
combined trade of the U. S.-British 
zone. The Swiss are getting cameras, 
glassware and dishes, among other 
things, from the industries of the 
Soviet zone. 
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President Juan D. Perén’s efforts to 
stop inflation in Argentina are not 
paying off. Several industries are al- 
most paralyzed by the Government's 
anti-inflation program, and unem- 
ployment is increasing, but prices con- 
tinue to stay high. Typical was the re- 
cent decision to boost cab fares in 
Buenos Aires by 20 per cent. 
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Although Prime Minister Attlee’s 
popularity in Britain is such that he 
still is supported by a majority of ,vot- 
ers, recent polls show that he is losing 
ground slightly at a time when his 
Labor Party is holding its own. 
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Ichiro Hatoyama, purged by Gen- 
eral of the Army Douglas MacArthur 
a year ago as head of Japan’s Liberal 
Party, has been telling friends that he 
expects to become Premier of the Jap- 
anese Government as soon as occupa- 
tion forces leave the country. 
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